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EDITOR’S PREFACE 


In the autumn of 1914, when the scientific study of the effects 
of war upon modern life passed suddenly from theory to history, 
the Division of Economics and History of the Carnegie Endow- 
ment for International Peace proposed to adjust the programme 
of its researches to the new and altered problems which the war 
presented. The existing programme, which had been prepared 
as the result of a conference of economists held at Berne in 1911, 
and which dealt with the facts then at hand, had just begun to 
show the quality of its contributions; but for many reasons it 
could no longer be followed out. A plan was therefore drawn up 
at the request of the Director of the Division, in which it was pro- 
posed, by means of an historical survey, to attempt to measure 
the economic cost of the war and the displacement which it was 
causing in the processes of civilization. Such an ‘ Economic and 
Social History of the World War’, it was felt, if undertaken by 
men of judicial temper and adequate training, might ultimately, 
by reason of its scientific obligations to truth, furnish data for 
the forming of sound public opinion, and thus contribute funda- 
mentally toward the aims of an institution dedicated to the cause 
of international peace. 

The need for such an analysis, conceived and executed in the 
spirit of historical research, was increasingly obvious as the war 
developed, releasing complex forces of national life not only for 
the vast process of destruction but also for the stimulation of new 
capacities for production. This new economic activity, which 
under normal conditions of peace might have been a gain to 
society, and the surprising capacity exhibited by the belligerent 
nations for enduring long and increasing loss—often while pre- 
senting the outward semblance of new prosperity—made necessary 
a reconsideration of the whole field of war economics. A double 
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obligation was therefore placed upon the Division of Economics 
and History. It was obliged to concentrate its work upon the 
problem thus presented, and to study it as a whole; in other 
words, to apply to it the tests and disciplines of history. Just 
as the war itself was a single event, though penetrating by seem- 
ingly unconnected ways to the remotest parts of the world, so 
the analysis of it must be developed according to a plan at once 
all embracing and yet adjustable to the practical limits of the 
available data. 

During the actual progress of the war, however, the execution 
of this plan for a scientific and objective study of war economics 
proved impossible in any large and authoritative way. Incidental 
studies and surveys of portions of the field could be made and were 
made under the direction of the Division, but it was impossible to 
undertake a general history for obvious reasons. In the first place, 
an authoritative statement of the resources of belligerents bore 
directly on the conduct of armies in the field. The result was to 
remove as far as possible from scrutiny those data of the economic 
life of the countries at war which would ordinarily, in time of 
peace, be readily available for investigation. In addition to this 
difficulty of consulting documents, collaborators competent to 
deal with them were for the most part called into national service 
in the belligerent countries and so were unavailable for research. 
The plan for a war history was therefore postponed until condi- 
tions should arise which would make possible not only access to 
essential documents but also the co-operation of economists, 
historians, and men of affairs in the nations chiefly concerned, 
whose joint work would not be misunderstood either in purpose 
or in content. 

Upon the termination of the war the Endowment once more 
took up the original plan, and it was found with but slight modifi- 
cation to be applicable to the situation. Work was begun in the 
summer and autumn of 1919. In the first place a final conference 
of the Advisory Board of Economists of the Division of Economics 
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and History was held in Paris, which limited itself to planning 
a series of short preliminary surveys of special fields. Since, how- 
ever, the purely preliminary character of such studies was further 
emphasized by the fact that they were directed more especially 
towards those problems which were then fronting Europe as ques- 
tions of urgency, it was considered best not to treat them as part 
of the general survey but rather as of contemporary value in the 
period of war settlement. It was clear that not only could no 
general programme be laid down a priori by this conference as 
a whole, but that a new and more highly specialized research 
organization than that already existing would be needed to under- 
take the Economic and Social History of the War, one based more 
upon national grounds in the first instance, and less upon purely 
international co-operation. Until the facts of national history 
could be ascertained, it would be impossible to proceed with com- 
- parative analysis ; and the different national histories were them- 
selves of almost baffling intricacy and variety. Consequently the 
former European Committee of Research was dissolved, and in its 
place it was decided to erect an Editorial Board in each of the 
larger countries and to nominate special editors in the smaller 
ones, who should concentrate, for the present at least, upon their 
own economic and social war history. 

The nomination of these boards by the General Editor was the 
first step taken in every country where the work has begun. And 
if any justification was needed for the plan of the Endowment, 
it at once may be found in the lists of those, distinguished in 
scholarship or in public affairs, who have accepted the responsi- 
bility of editorship. This responsibility is by no means light, 
involving, as it does, the adaptation of the general editorial plan 
to the varying demands of national circumstances or methods of 
work ; and the measure of success attained is due to the generous 
and earnest co-operation of those in charge in each country. 

Once the editorial organization was established there could 
be little doubt as to the first step which should be taken in each 
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instance toward the actual preparation of the history. Without 
documents there can be no history. The essential records of the 
war, local as well as central, have therefore to be preserved and to 
be made available for research in so far as is compatible with public 
interest. But this archival task is a very great one, belonging of 
right to the governments and other owners of historical sources 
and not to the historian or economist who proposes to use them. 
It is an obligation of ownership ; for all such documents are public 
trust. The collaborators on this section of the war history, there- 
fore, working within their own field as researchers, could only 
survey the situation as they found it and report their findings in 
the form of guides or manuals; and perhaps, by stimulating a 
comparison of methods, help to further the adoption of those found 
to be most practical. In every country, therefore, this was the 
point of departure for actual work ; although special monographs 
have not been written in every instance. 

The first stage of the work upon the war history, dealing with 
little more than the externals of archives, seemed for a while to 
exhaust the possibilities of research. And had the plan of the 
history been limited to research based upon official documents, 
little more could have been done, for once documents have been 
labelled ‘ secret’ few government officials can be found with suffi- 
cient courage or initiative to break open the seal. Thus vast masses 
of source material essential for the historian were effectively placed 
beyond his reach, although much of it was quite harmless from 
any point of view. While war conditions thus continued to hamper 
research, and were likely to do so for many years to come, some 
alternative had to be found. | 

Fortunately such an alternative was at hand in the narrative, 
amply supported by documentary evidence, of those who had 
played some part in the conduct of affairs during the war, or who, 
as close observers in privileged positions, were able to record from 
first or at least second-hand knowledge the economic history of 
different phases of the great war, and of its effect upon society. 
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Thus a series of monographs was planned consisting for the most 
part of unofficial yet authoritative statements, descriptive or his- 
torical, which may best be described as about half-way between 
memoirs and blue-books. These monographs make up the main 
body of the work assigned so far. They are not limited to con- 
temporary, war-time studies ; for the economic history of the war 
must deal with a longer period than that of the actual fighting. 
It must cover the years of ‘ deflation’ as well, at least sufficiently 
to secure some fairer measure of the economic displacement than 
is possible in purely contemporary judgements. 

With this phase of the work, the editorial problems assumed 
a new aspect. The series of monographs had to be planned 
primarily with regard to the availability of contributors, rather 
than of source material as in the case of most histories; for the 
contributors themselves controlled the sources. This in turn in- 
volved a new attitude towards those two ideals which historians 
have sought to emphasize, consistency and objectivity. In order 
to bring out the chief contribution of each writer it was impossible 
to keep within narrowly logical outlines ; facts would have to be 
repeated in different settings and seen from different angles, and 
sections included which do not lie within the strict limits of history; 
and absolute objectivity could not be obtained in every part. 
Under the stress of controversy or apology, partial views would 
here and there find their expression. But these views are in some 
instances an intrinsic part of the history itself, contemporary 
measurements of facts as significant as the facts with which they 
deal. Moreover, the work as a whole is planned to furnish its 
own corrective; and where it does not, others will. 

In addition to this monographic treatment of source material, 
a number of studies by specialists is already in preparation, deal- 
ing with technical or limited subjects, historical or statistical. 
These monographs also partake to some extent of the nature of 
first-hand material, registering as they do the data of history 
close enough to the source to permit verification in ways impossible 
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later. But they also belong to that constructive process by which 
history passes from analysis to synthesis. The process is a long 
and difficult one, however, and work upon it has only just begun. 
To quote an apt characterization, in the first stages of a history 
like this one is only ‘ picking cotton’. The tangled threads of 
events have still to be woven into the pattern of history ; and for 
this creative and constructive work different plans and organiza- 
tions may be needed. 

In a work which is the product of so complex and varied 
co-operation as this, it is impossible to indicate in any but a 
most general way the apportionment of responsibility of editors 
and authors for the contents of the different monographs. For 
the plan of the History as a whole and its effective execution the 
General Editor is responsible ; but the arrangement of the detailed 
programmes of study has been largely the work of the different 
Editorial Boards and divisional Editors, who have also read the 
manuscripts prepared under their direction. The acceptance of 
a monograph in this series, however, does not commit the editors 
to the opinions or conclusions of the authors. Like other editors, 
they are asked to vouch for the scientific merit, the appropriate- 
ness and usefulness of the volumes admitted to the series; but 
the authors are naturally free to make their individual contribu- 
tions in their own way. In like manner the publication of the 
monographs does not commit the Endowment to agreement with 
any specific conclusions which may be expressed therein. The 
responsibility of the Endowment is to History itselfi—an obligation 
not to avoid but to secure and preserve variant narratives and 
points of view, in so far as they are essential for the understanding 
of the war as a whole. 
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Tue object of this book is to give an account of the way in 
which the shipping industry of Great Britain was affected by 
the war and by those administrative developments which were the 
product of war conditions. It is concerned with the effect of the 
war on the financial position, character, and internal organization 
of the industry ; on the economic status of the merchant seaman ; 
on the relations between shipping and the State, and on the deve- 
lopment of shipping policy. It records the response made by the 
industry to the demands of war, the restrictions placed upon its 
activities and earnings by successive measures of control, the 
obligations imposed on shipowners by those measures, and the 
manner in which they were discharged. 

It is necessary thus closely to define the scope i the voluthe 
because two sections have already been devoted to trade and ship- 
ping in the History of the Great War prepared by direction of the 
Committee of Imperial Defence. Of those sections, ‘ The Merchant 
Navy, by Mr. Archibald Hurd, is concerned with the operations 
of war, not with its economic effects. It describes the exploits and 
sufferings of merchant seamen in face of the enemy, whether on 
trading or fighting ships. ‘ Seaborne Trade ’, by the present writer, 
is concerned with the maintenance of supplies, and treats all mat- 
ters relating to shipping and the control of shipping from that point 
of view, without regard to their effect on the shipping industry 
itself. Hence, while it has been impossible to avoid some little 
overlapping in matters of fact, the facts are here seen from an 
entirely different angle, and assume very different proportions. 

In the present volume the record of administrative attempts to 
grapple with the tonnage problem has been rigidly confined to 
those measures by which the British shipping industry as such was 
directly affected. The story of the vast inter-allied organization 
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which grew up during the last year of the war has already been told 
by Sir Arthur Salter in another volume of this series.1 

It may be asked what is the justification for treating at such 
length, and from so narrow a standpoint, the effect of the war on 
a single industry. The answer is that the reactions of the war on 
shipping were more direct, more extensive, more lasting, and 
possibly more significant than on any other branch of economic 
activity. ; 

In the first place, shipping alone among the great British 
industries was constantly exposed, throughout the war, to direct 
hostile attack. Its participation in actual operations was the 
indispensable foundation of our military effort. Its more normal 
functions had always to be performed with an eye to strategic as 
well as commercial requirements. 

In the second place, shipping is peculiarly a key industry, in 
the sense that its activities are inextricably linked with those of 
commerce and industry as a whole. Any serious shortage of 
carrying-power must affect automatically every industry depen- 
dent on imported materials or oversea markets. Conversely, any 
considerable fluctuations in the demand for the products of such 
industries will inevitably be reflected in the freight markets. The 
progress of the trade cycle as a whole from boom to slump and 
from slump to boom will find expression in the course of freights 
and the shipbuilding output. The curves, indeed, will not exactly 
synchronize, for the rise and fall of both freights and output tend 
to be more steeply graduated than those of the normal industrial 
fluctuations ; but in the long run the prosperity and activity of the 
shipping industry must always conform to that of the commerce 
from which it derives its remuneration and its raison d étre. 

Finally, shipping is an international industry. Not only does 
every vessel engaged in foreign trade serve the importers and 
exporters of two countries at least; a large part of the world’s 
tonnage may be regarded as forming a mobile pool or reserve of 


1 Allied Shipping Control, 1921. 
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carrying-power, on which the merchants of every nation can draw 
according to their needs, and in this general carrying-trade British 
shipping has long played a predominant part. 

For all these reasons—its place in the firing line, its key posi- 
tion, its international activities—shipping was peculiarly adapted 
to register the extent and intensity of the great upheaval. In the 
history of shipping, better perhaps than in that of any other 
industry, we may trace and measure the dislocation of the world’s 
economic activities. 

To do this fully, however, it is necessary to carry the narrative 
beyond the actual years of conflict. During the war, shipping, like 
many other industries, enjoyed a period of feverish prosperity. So 
large a proportion of the available tonnage was diverted to purely 
warlike purposes that the remainder was, almost from the first, 
inadequate to fulfilment of the diminished commercial demand, 
and this inadequacy became more and more evident as the de- 
struction of shipping increased and the effective carrying-power of 
the surviving ships was reduced by war conditions. 

This deterioration in carrying-power, so much less obvious than 
the destruction of tonnage or the demands of military transport, 
is one of the least appreciated factors of the war. An attempt has 
been made to show how, at every turn, the war interfered with the 
business of the shipowner and with the economical use of tonnage ; 
to show too how promptly and effectively British shipping, as a 
whole, adjusted itself to the new, difficult conditions. 

The price of this dislocation had nevertheless to be paid. For 
the time being, the whole burden appeared to fall, in diminished 
supplies and increased cost of sea transport, on other industries and 
the consuming public. Freights and values soared to dizzy heights, 
and immense fortunes were realized by individual shipowners— 
especially by those who sold out at the top of the boom, sometimes 
to buy back their boats at the bottom of the slump. 

It is shown, indeed, that the importance of the rise in freights, 
as a factor in the cost of living, has been grossly exaggerated, and 
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that the rise in freights itself was the natural result of war con- 
ditions, not of concerted manipulation. Nevertheless, the abnormal 
profits realized were both socially and economically demoralizing. 
It is suggested, however, that not the least evil of the boom was the 
consequent preoccupation with freights as such, which diverted 
attention from the root problem of deficient carrying-power, and 
led to attempts to get rid of the symptom without curing the 
disease. 

It was the desire to restrict freights that led to the introduction 
of control; but it was the acute shortage of carrying-power for 
essential imports, arising, in part at least, from remediable causes, 
that led to the drastic extension of control in 1917. The result of 
the measures then taken—closely linked as they were with com- 
modity controls—lie in part outside the scope of this book. It is 
the province of the writer to describe their working as it affected 
British shipping, and to indicate, from this point of view, the 
achievements of the control, and the price that had to be paid 
for them. 

Taking the industry as a whole, the appearance of prosperity 
was, even during the war boom, in large part delusive. The 
efficiency of the services was deteriorating under the stress of war. 
Goodwill and trade connexions were ruthlessly sacrificed, volun- 
tarily or compulsorily, to the exigencies of the moment. Working 
expenses were trebled or quadrupled. Above all, the wastage of 
the fleets became ever more alarming, and since the cost of replace- 
ment continuously outstripped the increase in insurable values, 
an owner who desired to remain in business must needs set aside 
a large proportion of his trading profits for replacement purposes. 
With the intensification of control, shipowners’ profits were drasti- 
cally restricted and replacement by new construction was definitely 
prohibited. The greater part of the wastage of 1917-18 had to be 
made good, after the war, at a cost exceeding even war values. 

For about a year after the armistice, war conditions were per- 
petuated by the demands of military repatriation and economic 
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reconstruction. During this period every maritime nation was 
making good its losses. British owners were striving to restore 
their shattered services. Shipbuilding abroad had been stimulated 
by the restrictions placed during the war on the transfer of British 
ships and on building to foreign orders. The great American 
Emergency Fleet, constructed in response to the agonized appeals 
of the Allies for assistance, was now ready to take its place as a 
competitor for the world’s carrying-trade. By 1920 the shipping 
of the world stood somewhere about the figure at which it would 
probably have stood had no war taken place ; but with the satis- 
faction of the temporary and artificial demands arising from the 
war itself, the exhaustion and impoverishment of the belligerents 
and the long dislocation of the world’s economic life began to be 
clearly reflected in the demand for tonnage. While running costs 
remained abnormally high, freights fell with unexampled velocity, 
and hundreds of thousands of tons of idle shipping bore witness 
to the stagnation of trade. In such circumstances it was impossible 
to earn a fair return on the capital represented by ships acquired 
at war values. New companies, formed during the boom, went 
down like ninepins, and many of the older concerns were only able 
to carry on by reason of the reserves accumulated during their 
brief period of abnormal prosperity. 

For these violent fluctuations of boom and slump, with their 
undesirable concomitants of abnormal profits, feverish specula- 
tion, and crushing losses, the war was directly responsible. How 
far they were due to excessive rapacity or lack of judgement on the 
part of the shipowners; how far they were mitigated or aggravated 
by the methods of control adopted ; how far they could have been 
averted by the earlier application of those methods, or by the 
adoption of alternative measures suggested by the shipowners 
themselves—all these are matters of acute controversy, on which 
this volume attempts to throw some light. It is, however, a grave 
misfortune that this controversy has been allowed, at times, to 
obscure the fundamental facts of the situation. It is vain to seek 
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either in the selfishness of shipowners or in the incompetence of 
officials for the primary cause of those evils which the war brought 
to the shipping industry itself, and, through shipping, to those 
wider interests which it exists to serve. Those evils sprang directly 
from the destruction and dislocation caused by the war, and no 
degree of foresight and public spirit on the part of the shipowners, 
or of administrative wisdom on the part of Controllers or Govern- 
ments, could do more than mitigate the severity and adjust the 
incidence of the burden. It is right that the way in which both 
shipowners and Governments discharged the heavy responsibilities 
imposed upon them should be critically examined ; it is still more 
important to realize how heavy was the price that must inevitably 
be paid, even in this restricted field, for so violent a disturbance of 
the world’s economic activities. 

That price is still being paid. The effects of the war on ship- 
ping, as on other branches of industry and commerce, are still with 
us; but the narrative has been carried down to a point at which 
shipping had been freed from the last of the administrative shackles 
imposed on it for war purposes, and at which the disastrous post- 
bellum slump had reached the low-water mark of depression. It 
has been extended to that point not only in order to give an accu- 
rate picture of the economic effects of the war on the industry, but 
because the history of post-bellum shipping policy is particularly 
pertinent to the purpose of this series. 

The development of an exaggerated nationalism in economic 
affairs, the tendency to carry a war philosophy into the domain of 
commerce and to subordinate commercial considerations to mili- 
tary requirements, was a natural result of the long years of conflict. 
It was natural, too, that this tendency should be felt with special 
force in connexion with an industry which had played so prominent 
a part in the war itself. Yet, owing to the international ramifica- 
tions of the shipping industry, there were few fields in which the 
workings of this spirit were so clearly calculated to impede the 
economic restoration of the world and provoke political friction. 
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It is a matter of first-rate importance to the future peace of the 
world that this danger was averted, and that the shipping industry 
itself has taken a prominent part in the development of that pro- 
cess of economic co-operation which has done so much to lay the 
foundation of a real society of nations. Without some reference 
to this question, no story of shipping during the war would be 
complete. 

The author is under a deep obligation to many who have 
assisted him with material and information. He is particularly 
indebted to Sir Kenneth Anderson, Bart., K.C.M.G., and Sir 
Lionel Fletcher, C.B.E., for their unwearied kindness in supplying 
material and answering queries relating to the inception and 
working of the Liner Requisition Scheme, and to Sir Norman Hill, 
Bart., for advice and assistance throughout. He has also to thank 
Mr. M. W. Macrosty, C.B.E., for ready help in connexion with the 
requisition of insulated space. The Chamber of Shipping of the 
United Kingdom, the Liverpool Steam Ship Owners’ Association, 
and the Manchester Association of Importers and Exporters have 
all been good enough to supply him with a complete file of their 
reports and to permit the fullest use of them, in addition to supply- 
ing information on special points. The proprietors and Editors 
of Fairplay have been equally generous in permitting unrestricted 
reproduction of the tables published in that journal, and in ex- 
plaining questions arising thereon. Other obligations are acknow- 
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CHAPTER I 
THE SHIPPING INDUSTRY IN 1914 


In the economic life of the United Kingdom the shipping 
industry occupies a position of unique importance. To its opera- 
tions all other industries are indebted for their access to foreign 
markets, and most of them for the whole, or a large proportion, of 
their supply of raw materials; of the normal food supply, two- 
thirds is brought from overseas. On the labours of those who go 
down to the sea in ships, on the skill and enterprise with which 
those ships are managed, depends not only the wealth and pros- 
perity, but the very existence of the British people. 

To the discharge of these essential functions there was added, 
during the war, the transport of the armies and the supply of the 
fighting services. The whole war effort of Great Britain, a great 
part of the fighting strength of her Allies, depended, directly or 
indirectly, on the activities of the ships. Further, shipping alone 
among the great British industries was brought, as an industry, 
into the fighting line. Save for-occasional air raids, the fields, 
factories, and workshops of the United Kingdom lay outside the 
war zone. The ships alone, and those who manned them, were 
exposed, in the -pursuit of their ordinary avocations, to the im- 
minent risk of capture or destruction. 

It is not surprising, therefore, that the effects of the war on 
shipping were both great and lasting. To trace those effects and 
to show in what manner the industry responded to the demands 
upon it is the object of this book. It is impossible, however, to 
study intelligently the course of war developments without first 
forming a clear and accurate picture of the industry as it existed in 
July 1914. The materials for such a picture may be found else- 
where, but it will be convenient to summarize here its main out- 
lines, dwelling particularly on points directly affecting or affected 


by war conditions. 
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In the first place, it is necessary to consider, very briefly, the 
extent and value of British shipping at the outbreak of war, the 
number of men to whom it gave employment, and its place among 
the mercantile fleets of the world. For this we may turn to the 
official statistics, which show that on 3lst December 1913 nearly 
40,000 vessels of all kinds flew the British flag; but these figures 
include some thousands of fishing boats, yachts, tugs, and river 
craft having no value for the purposes of foreign trade, and a better 
basis for comparison is afforded by the tables in Lloyd’s Regoster 
Book, which include only vessels of 100 tons and upwards. Of 
such, there were on the Register of the United Kingdom in July 
1914, 8,587 steamers, with an aggregate tonnage of 18,892,000 
gross, or 41-6 per cent. of the entire steam shipping of the world. 
Including steamers registered in the Oversea Dominions and 
Colonies, the total was 10,123 ships, with a tonnage of 20,524,000, 
or 45-2 per cent. of the world total. There was also 365,000 net 
tons of sailing tonnage on British, and 157,000 on Colonial Register, 
but the annual carrying power of the sailing vessel was small in 
comparison with that of the steamer, and the sailing vessel had 
almost ceased to count as a factor in oversea trade.! 

To man this great fleet there were employed, during 1913, in 
vessels on the Register of the United Kingdom alone, 292,000 
men and boys. Of these, nearly 47,000 were Lascars employed in 
ships trading in or to Eastern waters, and over 32,000 were 
foreigners of various nationalities. The remainder, about 212,500, 


1 Annual Statement of the Navigation of the United Kingdom, 1913, Cd. 7616 ; Lloyd’s 
Register Book, 1914-15; Report of the Departmental Committee on Shipping and Ship- 
building after the War, Cd. 9092, 1918. If United States shipping on the Great Lakes 
is excluded from the world total, the proportions are 43-8 per cent. for United Kingdom 
and 47-6 per cent. for Empire tonnage. 

Note on Tonnage. It may be useful to define here the three terms commonly used 
in the measurement of merchant shipping. Gross Tonnage represents the total cubic 
contents of a vessel, calculated at 100 cubic feet to the ton, including all permanent 
deck structures. It is employed here as it is the most common form in general statistics, 
and all official figures of losses were given in gross tons. Net Tonnage represents the 
gross total, less crew, navigation, and engine space. It is the basis adopted for the pay- 
ment of dues, for all figures of entrances and clearances, and for most official statistics. 
Deadweight represents the actual weight of cargo and bunkers a ship can carry without 
sinking below her marks. It is commonly used in fixing the remuneration of tramp 
steamers, but rarely occurs in official statistics, outside the United States. 

A rough formula for conversion is 5 tons net = 8 tons gross = 12 tons deadweight ; 
but though sufficiently accurate for general purposes, in dealing with large blocks of 
steam shipping, it is very unreliable in application to liner tonnage, especially as regards 
deadweight, and no formula can be given that will apply generally to individual ships, 
The gross and net tonnage of sailing vessels closely correspond. 
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were British. These figures, however, include the crews of the 
_ larger fishing craft, and the number actually employed in trading 
vessels was just over 256,000, of whom nearly 178,000 were British. 
The total amount of capital represented by the ships cannot 
be so precisely stated, but an estimate based on the published 
accounts of companies owning about one-third of the tonnage on 
the Register in 1912 gives the total book value of the ships as 
£164,500,000,? and this is closely confirmed by a comparison with 
other sources of information. Sir Norman Hill, the Secretary of 
the Liverpool Steam Ship Owners’ Association, has estimated the 
value, in 1913, of all steamers on United Kingdom Register 
engaged in ocean trade (about 88 per cent. of the whole) at 
£134,700,000, and the actual insured value of all the steamers 
insured in the various War Risks Associations in December 1914 
was £153,469,000. It may be safely assumed, therefore, that the 
total book value of the mercantile marine at the outbreak of war was 
in the neighbourhood of £160,000,000 ; but this does not, of course, 
represent the whole capital invested in the industry, as it makes no 
allowance for the large sums expended, particularly by the liner 
companies, in building up their offices, wharves, and organization. 
Neither as a source of employment nor as a field for the invest- 
ment of capital did shipping, on these figures, take a place among 
British industries corresponding to its importance in the national 
economy as a whole: but apart from the dependence of all other 
industries on shipping for their supplies of raw material and their 
access to foreign markets, there were three at least whose very 
existence was bound up with that of the Mercantile Marine. 
These three allied trades wereShipbuilding and Marine Engineering, 
Ports, Docks, and Harbours, and the business of Marine Insurance. 
Shipbuilding and Marine Engineering employed, in the United 
Kingdom, well over 200,000 workpeople, and the capital invested 
was approximately £35,000,000.2 Port and Harbour Authorities 
represented a capital of approximately £150,000,000, and the total 
1 Cd. 7616, pp. 300-1. The figures exclude persons employed in yachts and vessels 
confined to river and inland navigation. The total number of persons regularly or 
occasionally employed in sea-fishing, all of whom may be considered as a reserve for 
the Mercantile Marine, was nearly 100,000 (Cd. 7616, p. 315). 
2 Adam W. Kirkaldy, British Shipping: Its History, Organization, and Importance, 


London and New York, 1914, p. 204. 
3 Cd. 9092, p. 21. 
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labour employed about the ports and docks by these authorities, 
shipowners, warehousemen, and others, was probably in the neigh- 
bourhood of 300,000. Marine Insurance employed some £60,000,000 
of capital. Including these allied trades, the shore staffs of ship- 
ping firms and the capital and labour absorbed by ship brokers and 
shipping agents, and by industries connected with shipbuilding, it 
has been estimated that the total number of persons directly or 
indirectly dependent on the sea for their livelihood was over 
800,000, and the capital invested not far short of £1,000,000,000.* 
It is not, however, by these figures that. the real importance of 
British shipping can best be measured, but by the work which it 
performed. Its value as a direct source of employment for labour 
and capital was a small thing, even financially, compared with 
the benefits derived by the British people from the services of the 
ships in maintaining the broad stream of British commerce and in 
building up, in every sea, the international trade of the world. 
These last words are used with intention, for though the 
primary function of the mercantile marine was, of course, the 
supply of British needs and the distribution of British products, 
only about 60 per cent. in value of the cargoes carried by British 
ships, other than coasters, were loaded or discharged in the United 
Kingdom.” It is true that about 40 per cent. of the world’s sea- 
borne trade had the United Kingdom for its origin or its destina- 
tion,? and that this proportion fell little short of the proportion of 
British to world tonnage. Such trade, however, was not exclu- 
sively British traffic ; it belonged equally to the country from or to 
which the cargoes were carried. The point should be self-evident ; 
but it is so often tacitly ignored in the discussion of shipping 
problems, that it is worth while to emphasize it. Even under the 
restrictive system of the old Navigation Acts it was impossible to 
prevent foreigners from sending their products to Great Britain 
in their own ships, or from carrying away their purchases in what- 
ever ships they chose, and from the middle of the nineteenth 
century British policy had frankly recognized that the ships existed 
to serve commerce, not commerce the ships, and had permitted to 


1 Edgar Crammond, The British Shipping Industry, London, 1917, p. 37. 

* Calculated from Cd. 9092, p. 145. Compare Report of the Joint Committee of the 
Chamber of Shipping of the United Kingdom and the Liverpool Steam Ship Owners? 
Association, July 1917, at pp. 14-15. > Cd. 9092, p.°73. 
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both British and foreign shippers a free choice of the most con- 
venient vessels irrespective of flag. 
Even so, British shipping carried about 74 per cent. in value of 
the imports and 75 per cent. in value of the exports of the United 
Kingdom, in addition to about 99 per cent. of the coasting traffic 
of the United Kingdom itself. This, however, was not sufficient 
to provide employment for more than about 60 per cent. of the 
sea-going tonnage, and it is of the first importance to understand 
clearly the reason for the existence of so much surplus shipping 
and the nature of its employment. 

In the first place, the fulfilment of British demands for the 
great seasonal products, such as grain and cotton, required the 
provision of a much larger body of shipping than could be per- 
manently employed in trade with the United Kingdom, and it 
was the ability of shipowners to find alternative employment for 
their vessels in trade between foreign ports that enabled them to 
keep in commission the floating reserve of tonnage from which such 
seasonal demands were met. Secondly, the volume of the export 
and import traffic with particular countries was by no means evenly 
balanced, and but for the cross-voyages performed in trade between 
foreign ports, a much larger proportion of ships must have gone 
out or come home in ballast. Finally, there were many countries 
of considerable importance in international trade whose shipping 
and shipbuilding resources were comparatively small and whose 
trade could be developed only by a large use of British or other 
non-national tonnage. 

From the national point of view the share of British shipping 
in the inter-foreign trade was thus as important as it was to the 
shipowners themselves. It provided a reserve of tonnage for all 
emergencies whether of peace or war. It reduced the cost of im- 
ports by eliminating ballast voyages, the cost of which must other- 
wise have swelled the inward freights. It contributed largely to 
the economic development of the world and thus to the creation of 
new sources of supply, new markets for British manufactures, and 
new fields for the investment of British capital. It swelled the 
freight earnings which formed a most important item in the 
adjustment of the trade balance. 


1 Cd. 9092, pp. 142-6, 128. 
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According to the official returns, the value, including freight 
and insurance, of imports into the United Kingdom exceeded by 
some £140,000,000 a year the f. 0. b. value of British and foreign 
produce shipped in return. Of this difference the greater part was 
made up by the earnings of British shipping. Were it possible to 
obtain the exact figures, freights on imports in British bottoms 
would properly be shown as a deduction from the import values, 
while freights on exports, or on goods carried between foreign ports, 
were true ‘invisible exports "—services for which payment was 
ultimately received in the form of goods. Exact figures cannot 
be obtained ; but for the ten years ending 1911, the total freight 
earnings of British shipping have been estimated at an average of 
just under £100,000,000 a year, and in the boom years 1912 and 
1913 they may have risen to £130,000,000 or even £150,000,000.1 
Further, the position of London as a shipping and financial centre 
and the wonderful organization of shipping intelligence built up by 
the Corporation of Lloyd’s led to the insurance of a large proportion 
of foreign ships and cargoes on the London market, and it has been 
estimated by an American economist that London controlled, 
directly or indirectly, three-quarters of the entire marine insurance 
of the world.2. The profits of this business and the commissions 
derived from financial and brokerage services directly dependent 
on the world-wide character of British shipping formed other 
important items in the trade balance sheet. 

Whatever the exact figures, it is certain that a considerable pro- 
portion of the imports received by the United Kingdom were paid 
for by the services of British shipping to the world at large. Those 
services were indeed great ; for not only did British ships carry 
71 per cent. of the total seaborne trade of the Empire, internal or 
with foreign countries, they carried 30 per cent. of the trade 
between countries lying wholly outside its scope. In all they 
carried about 52 per cent. in value and 50 per cent. in volume of 
the entire seaborne trade of the world. 

1 J. A. Todd, The Mechanism of Exchange, London, 1917, pp. 173-85 ; Liverpool 
Steam Ship Owners’ Association, Secretary's Report on The Shipping of the United 
Kingdom, October 1915. 

2 Quoted by Sir Douglas Owen, Ocean Trade and Shipping, Cambridge, 1914, p. 120. 

° Cd. 9092, pp. 73-4, 145. It is impossible to distinguish trade carried by vessels 


on Colonial Register ; but these vessels amounted to no more than 7 per cent. of the steam 
tonnage under the British flag. 
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It is thus essential to any understanding of the effects of the 
war on the shipping industry to remember that British shipping 
was, above all things, world-wide in its activities. With the 
exception of certain sections of the Pacific, there was hardly an 
ocean track on which British ships did not habitually ply. The 
volume of tonnage on each route varied, of course, with seasonal 
requirements ; but the following table, based on a return of all 
ships actually employed on 3rd April 1911, will give some idea of 
the normal distribution.1 


‘ Number 1,000 Percentage Average 
Trading from or to of 8.8, tons net of total in size of 8.8. 
foreign trade net tons 


Numbers | Tonnage 
Europe (Home Trade 
limits, Brest to the 


Elbe) 459 228 if i 500 
Baltic . : : ; 113 91 800 
France, Spain, and Por- ie a 

tugal : : : 136 100 730 
Mediterranean 5 A 717 1,192 17:3 13-4 1,660 
West Coast of Africa . 114 174 3-5 3.3 1,520 
Cape of Good Hope : 32 117 3,670 
British North America 

(E. Coast) : : 43 141 11:8 16-2 3,290 
United States (E. Coast 

and W. Indies) . : 447 1,302 2,910 
South America (E. Coast) 648 1,492 15-6 16:8 2,300 
Pacific, North . 5 85 263 4:8 6-4 3,090 
Pacific, South a 5 115 304 2,640 
East Indies . z ; 641 1,668 23-5 28-6 2,600 
China and Japan . : 332 875 2,580 
Australasia . : 5 266 943 6-4 10-6 3,520 
Total Foreign Trade . 4,148 8,890 100-0 100-0 2,140 
Coasting U.K. ° ; 1,565 296 — — 189 

Grand Total . A 5,713 9,186 — — —_— 


It will be observed that the average size of the steamers engaged 
in foreign trade worked out at 2,140 tons net, and for practical 
purposes all ships under 1,000 tons net may be neglected in any 


1 This table is based on Tables showing the Progress of Merchant Shipping, Cd. 7033, 
1913, p. 93, and Cd. 9092, p. 80. For fuller discussion of Trade Routes and the volume 
of shipping thereon, consult Sir Douglas Owen, op. cit.; A. W. Kirkaldy, op. cit. ; 
A. J. Sargent, Seaways of the Empire, London, 1918; Clement Jones, British Merchant 
Shipping, London, 1922; B. Olney Hough, Ocean Traffic and Trade, London and 
Chicago, 1914; C. Ernest Fayle, Seaborne Trade, vol. i, London and New York, 1920. 
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consideration of ocean traffic. This is a point of extreme impor- 
tance in the consideration of war problems, for in July 1914 
there were only 3,888 such ships on the Register of the United 
Kingdom, and about 350 owned in the Dominions and Colonies, 
including Canadian steamers on the Great Lakes and other 
vessels confined to local traffic. Thus the effective carrying power 
of British tonnage in the ocean trades was represented, not by 
the 18,600 steamers that flew the British flag, nor even by the 
10,000 odd that appeared in Lloyd’s Register Book, but by a little 
over 4,000. This was the full extent of the pool on which Great 
Britain could draw for all purposes of war or trade, either for herself 
or her Allies. Had this fact been earlier, more widely, and more 
fully appreciated, it might have discouraged both prodigality in 
the employment of shipping and indifference with regard to losses. 

The pool was, in fact, even more restricted than these figures 
suggest ; for the size and build of the ships were regulated by 
their employment, and they were only to 4 limited extent inter- 
changeable. The oil-tanker, for instance, was useless for any other 
purpose than the carriage of oil in bulk, and no ships unprovided 
with insulated space could engage in the carriage of frozen meat. 
The employment of the majority of the ships was less rigidly de- 
fined by their construction, but the manner of their operation 
divided them into two great classes, of which a word must be said 
since it had a profound effect, during the war, on the employment of 
the ships, the method of control, and the influence of war conditions. 

This broad distinction is that between the ‘liner’ and the 
‘ general trader’ or ‘ tramp ’—a distinction far more important, 
for general purposes, than that between ‘ passenger ’ and ‘ cargo ’ 
vessels, for the number of ocean-going steamers constructed solely 
for passenger traffic was very small. Owing mainly to the size, 
speed, and luxury of those engaged in the Atlantic trade, such 
vessels attracted a disproportionate amount of public attention, 
but even in the North Atlantic they formed an insignificant per- 
centage of the whole volume of shipping. The great majority of 
the ships constructed for the passenger traffic carried also large 
cargoes, and many steamers holding a passenger certificate de- 
pended for their earning powers almost entirely on their cargo 
capacity. 


LINERS AND TRAMPS 9 


It is true that about half the liners held a passenger certificate, 
and to most of the leading lines, especially in the Atlantic, the 
passenger traffic was an important source of income; but the 
essential mark of the liner, whether she carried passengers, or 
passengers and cargo, or cargo only, was that she sailed at regular 
intervals, and on fixed dates, between the same ports, and that 
any intermediate stoppages were also fixed by a published time- 
table. For the tramp or general trader, on the other hand, each 
single voyage was a separate venture. With no fixed route and no 

scheduled sailing date, she was ready to go to any port, lift what- 

ever cargo might be on offer, and carry it to any destination. 

This distinction had a very marked effect both on the cargoes 
carried by the two classes and on the methods of ownership and 
working. The liner, as the one regular means of communication 
between port and port, was the natural recipient of all consign- 
ments too small to warrant the chartering of a special vessel, 
especially goods of high value in relation to bulk, and thus able to 
bear an additional charge for delivery at an early and definite date. 
The cargo of a single liner would often comprise several hundred 
* parcels’ received from many different shippers for delivery to 
many different consignees, and at every port at which she touched 
she might discharge a part of her freight and pick up consignments 
of local produce. 

All this involved the possession of an extensive organization. In 
attaining regularity of sailings, especially when large mixed cargoes 
were carried, the work done in the office and at the docks, the 
arrangements for berthing, loading, and discharge, were as im- 
portant as the actual running of the ships. Thus, in addition to 
offices at the home ports, the liner companies had built up branches 
and agencies at the terminal ports abroad, at all ports of call, and 
at the principal business centres, where passengers or cargo could 
be booked. The cost of this permanent organization was heavy, 
and liner tonnage, intended for the carriage of passengers and fine 
goods, was costly to build. Hence the typical liner company was 
a large concern with a big subscribed capital and heavy overhead 
charges, and its management called for a high degree of administra- 
tive and financial ability. 

Further, since the services and organization must both be 
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maintained continuously, in good times and bad, under penalty of 
losing: the goodwill on which the lines depended, steady and 
regular trade was essential to their prosperity, and the liner com- 
panies were correspondingly sensitive to any competition which 
threatened to cut into their connexions. In the effort to avoid 
such competition, there had set in, during recent years, a strong 
tendency towards both amalgamation and association. It was no 
uncommon thing for a smaller line to be absorbed by a larger, or 
for one company to hold a controlling interest in several lines that 
still ran nominally independent services. About one-fifth of the 
tonnage under the British flag was owned, at the outbreak of war, 
by twenty-four liner companies,! and many of these companies 
were closely associated. Indeed, one great group, the Elder- 
Dempster-Royal Mail combination, controlled nearly one and a 
half million gross tons.2. Moreover, nearly all the liner companies 
were members, sometimes in conjunction with foreign lines, of 
‘ Conferences ’ formed for the regulation of freights and demarca- 
tion of interests in various trades. Any comment on the effect of 
the Conference system may, however, be reserved until we come to 
consider its working during the war. 

Very different was the position of the tramp owner. To begin 
with, his ship was comparatively cheap, being generally more 
simply constructed than the cargo liner, with a speed of eight to 
ten knots against the liner’s twelve knots and upwards. In her 
working, no costly organization was required. Her owner might 
place her on the berth for a particular port ; that is to say, he 
would advertise her as sailing for that port on a certain date, and 
open to receive cargo of any description from shippers or their 
agents. More frequently, he would simply enter into a contract 
to carry a specified cargo from one port to another, or charter his 
ship for the voyage, or for a definite period, to a third party, by 
whom she would be filled, usually with a whole cargo of grain, or 
ore, or timber, or some similar commodity, to be carried from and 
to such ports as the charterer required. On the expiration of the 
charter the ship again came onto the freight market and was ready 
to go anywhere and lift anything. If she were in a foreign port, the 


* Table reproduced from Fairplay, in Kirkaldy, British Shipping, Appendix XXIII. 
* Kirkaldy, p. 172, and Sir Douglas Owen, Ocean Trade and Shipping, pp. 53-4. 
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owner would advise the Master by cable of the arrangements that 
had been made, which might be either to load a cargo in that port 
or proceed in ballast to some other port where a cargo had been 
fixed or was likely to be forthcoming. If times were bad, and no 
remunerative charter could be arranged, the owner would lay her 
up until the demand improved. 

So free was the tramp steamer from the trammels of any fixed 
itinerary that a ship which left a port in the United Kingdom might 
spend many months, or even years, in voyages from port to port 
abroad, before she returned to her own country. Often she would 
put to sea without any definite knowledge of her destination at 
all, for many cargoes of grain were sold while in transit, and a ship 
would leave the Plate with her cargo consigned simply ‘ to orders ’, 
and receive at the Canaries or Madeira cabled instructions to pro- 
ceed to London, or Genoa, or Bremen. It was this fluidity of 
the tramp trade which gave it its special importance in the dis- 
tribution of the world’s seasonal products. 

The harvests of North America, Argentina, India, Australia, 
and Russia came on the market at different times, the yield 
fluctuated from year to year, and the demands of the importing 
countries also varied. No purely liner organizations, however 
elastic, could have provided that nice adjustment of supply to 
demand by which the dense industrial populations of Europe were 
fed from the newer agricultural countries. Hence, too, the im- 
portance of the tramp in war, when the ordinary currents of trade 
were so suddenly and violently disturbed. 

Thanks to this freedom from fixity of service, each individual 
tramp steamer was an effective, self-contained, competitive unit, 
and though many companies owned considerable fleets, a large 
number of ships were, in fact, run as separate businesses by 
individual owners, partnerships, or single-ship companies. Of 100 
cargo companies, owning between them 563 steamers, whose 
accounts for 1912 were analysed in Fairplay, 25 owned only 
a single steamer, and only 38 owned more than half a dozen.1 

It is necessary, however, to draw a distinction between the 
ownership and management of the vessels. In the days of sail, 

_a large proportion of the ships were owned by partnerships in which 


1 Kirkaldy, Appendix VIII. The list includes a number of liner companies. 
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each partner held a one-sixty-fourth interest or some sub-multiple 
thereof, and one partner, with practical experience of shipping 
business, was appointed manager of the vessel. Some tramp 
steamers were still owned on the sixty-fourth system; but the 
majority had been built or purchased with capital subscribed 
through the medium of a limited liability company. The necessity 
for skill and experience was, however, as great as ever, and the 
actual running of the ship or ships was often entrusted to a separate 
firm of Managing Owners, the members or directors of which were 
represented on the Board of the owning company. These Managing 
Owners were usually the promoters of the ship-owning companies, 
and held their office under contracts which rendered them, in effect, 
irremovable. They were remunerated by a commission, sometimes 
on gross earnings, sometimes on net profits. In some instances the 
fleet of a single company was large enough to occupy the whole 
attention of the firm ; but many Managing Owners looked after the 
interests of a group of small ship-owning companies. 

Not only was each ship an effective competitive unit, each 
voyage made by the tramp was a separate venture. While liner 
freights were usually fixed by the line or the Conference for stated 
periods, applied to all voyages by all the ships concerned, and could 
be altered only on giving definite notice, each tramp charter had 
to be secured in open competition with the shipping of the whole 
world. Whenever the Argentine wheat and maize harvests, for 
instance, were about to move, the grain ports would be crowded 
with ships under many flags, drawn from many seas by the lure 
of prospective freights, and clamorously bidding against each 
other for charters. Whenever a particular trade outgrew, momen- 
tarily, the capacity of the lines which served it, tramp tonnage 
crowded on to the route. It was, in fact, the competition of the 
tramp which formed the chief check on the regulation of freights 
by the liner Conferences, and since British imports of food and 
raw materials vastly exceeded in weight and volume the manu- 
factured goods which provided the liners with their outwards 
cargoes, this competition had confined within somewhat narrow 
limits the Conference regulation of the homeward trade. 

Tramp freights themselves, depending as they did on the 


1 Report of the Royal Commission on Shipping Rings, Cd. 4668, 1909, pp. 13-18. 
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relation of the world’s carrying power to the total demands of 
trade, were subject to wide fluctuations, increased by the eagerness 
with which shipowners, generally pessimists in theory but opti- 
mists in practice, placed orders for new tonnage during every 
period of high freights. Owing to this tendency, two or three 
years of prosperity were invariably followed by a slump, during 
which the majority of owners barely covered working expenses, 
and which lasted till the growth of world commerce had again 
caught up with the provision of tonnage. In the history of all 
industries, periods of prosperity alternate with periods of de- 
pression, but the margin of fluctuation was greater in freights than 
in the price of most staple commodities, and the contrast between 
‘boom ’ and ‘ slump ’ was more strongly marked in shipping than 
in almost any other business. During the thirty years preceding 
the war, Fawrplay’s Index Figure of homeward freights varied 
from a maximum of 125 to a minimum of 58, and outward freights 
fluctuated between the two extremes of 50 and 119." 

In these circumstances the management of tramp shipping 
called for a high degree of enterprise and initiative, readiness to 
take risks, and a watchful eye on working expenses. It was 
a business for which the British owner, trained in a school of 
unrestricted competition, may fairly be said to have possessed 
special aptitude, and with the exception of Norway, no other 
of the chief ship-owning Powers possessed anything like so large 
a proportion of tramp tonnage. 

It should be added that the line of demarcation between the 
liner and tramp was by no means rigid, and many cargo vessels 
passed easily and frequently from one trade to another. A line 
which engaged in the carriage of a seasonal product, such as cotton, 
could meet the need for expanding its services during the rush 
season, either by chartering tramp tonnage or by maintaining 
a reserve of tonnage which they placed on the freight market when 
not required for their own service. Further, owners of the better 
class of tramp steamer tended more and more to build their ships 
with special reference to the requirements of a particular trade, 
and to confine their attention mainly to the service of that trade. 
Thus, a company owning a fleet of steamers suitable for the West 


1 See chart reproduced in Kirkaldy, Appendix XVI. The year 1900 is taken as 100, 
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Indian traffic would receive every year from the leading sugar 
ports a forecast of the tonnage that could be usefully employed at 
each, and would place an equivalent number of steamers on the 
berth for outward loadings, each vessel making several successive 
voyages during the season. 

There was thus a pronounced tendency to assimilation of the 
two classes, but the general distinction remained clear, and the 
continued demand for tramp tonnage was ensured by the im- 
portance of the great seasonal products and the need in 
general trade for ships ready to adjust their movements to the 
requirements of commerce. At the outbreak of war about two- 
thirds of the ocean-going steamers on the Register, and about 60 
per cent. of the steam tonnage, was of the tramp class.1 

In the trade to and from British ports, both classes were 
equally important. The characteristic British exports, other than 
coal, were mainly manufactured goods of high value in relation 
to bulk, and were distributed chiefly by the liner fleets. These 
fleets brought in also practically the whole imports of perishable 
foodstuffs, such as meat and dairy produce, requiring shipment in 
insulated space, together with most of the imports of manufactured 
goods and a large proportion of the more valuable raw materials. 
Thus all imports of silk, tin, and rubber were carried by the liners, 
and most of the raw cotton and wool. The tramps, on the other 
hand, brought in practically the whole of the timber, iron ore, 
pyrites, phosphates, and other bulky imports, and supplemented to 
some extent the liner shipments of wool and cotton. 

Most of the wheat shipped from North America was carried in 
liner parcels, but grain from the Plate, the Black Sea, India, and 
Australia was mainly a tramp trade, and even from North America 
much grain was shipped in full cargoes. Sugar also, though both 
classes participated in its carriage, was handled mainly by the 
tramps. 

On their outward voyages many of the tramps carried manu- 
factures of the rougher class, such as rails or cement, and they 
frequently filled up with a proportion of general cargo ; but it was 
in the coal trade that the greatest number found their outwards 


* Liverpool Steam Ship Owners’ Association, Secretary’s Report of October 1915; 
Cd. 9092, p. 54. 
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employment. In values, coal represented less than 8 per cent. of 
_ the shipments from the United Kingdom, but in bulk the exports 
of coal greatly exceeded those of all other goods put together, and 
their importance in the economy of British shipping can scarcely 
be over-estimated. But for coal, the majority of the tramps which 
brought home grain and ore must have gone out in ballast, with 
a consequent heavy increase in homeward freights. Moreover, 
the carriage of coal cargoes was of incalculable service to the 
British tramp in competing for the inter-foreign trade, since it 
enabled her to place herself, in fulfilment of a remunerative charter, 
at ports which many of her rivals could reach only at the cost of 
a ballast voyage. It is true that rather more than half the coal 
exported was shipped in foreign vessels, but of the shipments to 
countries outside Europe and the Mediterranean, about 90 per 
cent. was carried in British ships, and it was this that gave the 
British tramp-owner so great an advantage in competition for the 
bulk homewards cargoes.! 

Altogether, it has been estimated that, of the tonnage trading 
to or from the United Kingdom, 54 per cent. was of the liner and 46 
per cent. of the tramp class. In the trade between foreign ports the 
proportion of tramps was much larger, amounting to about 80 per 
cent. of the steamers, and 75 per cent. of the tonnage employed.’ 
The tramp, of course, could pass at will from one trade to the other, 
in response to the demands of the freight market ; but for the 
liner the distinction was more clearly marked. Many liners on the 
longer routes carried, as an incident of their voyage, cargo between 
foreign ports of eall; but there were also many regular services 
running solely between foreign ports. Especially important were the 
local services in the Indian Ocean and the China Seas, and the lines 
running under the British flag between North and South America, 
and between America and India. In addition, some of the lines 
trading from the United Kingdom to the Far East, the West 
Indies, and elsewhere, maintained minor local services as feeders, to 
collect and distribute the cargoes of the big ships. 

Widely different in character, and often competitive in their 
operations, the liners and tramps were alike essential to Great 


1 Cd. 9092, pp. 78-9. 
2 Liverpool Steam Ship Owners’ Association, Secretary’s Report of October 1915. 
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Britain. The regularity of the liner services provided that 
element of continuity and stability without which a. highly 
developed commerce is impossible. The fluidity and ubiquity of 
tramp shipping was an invaluable asset in international competi- 
tion for the world’s carrying trade, and provided a margin or pool 
of tonnage, equally available for the fulfilment of seasonal require- 
ments and for meeting the emergencies of war. 

In comparison with the steamer, whether liner or tramp, the 
sailing vessel played but an insignificant part in the operations of 
British shipping. Not only was the sailing tonnage on the Register 
a very small proportion of the whole: it was steadily decreasing. 
Few new sailing vessels of any size were built, and many were 
annually sold to foreigners, especially Norwegians, who were con- 
tent to run them on cheap lines for a small margin of profit. 
Of the 8,000 odd sailing vessels on the Register on 31st December 
1913, nearly three-quarters were fishing craft or vessels employed 
in inland waters, and the remainder were mostly confined to the 
coasting trade, or traffic within the Home Trade limits.? 

So far as the ocean trades were concerned, the sailing vessel was 
confined, almost exclusively, to the carriage of rough bulk cargoes 
on very long voyages, especially in the traffic of ports where 
bunker coal was expensive, or where primitive methods of loading 
and discharge entailed long delays in port. In such trades her low 
running costs still allowed her to compete, and grain and timber 
from British Columbia and California, nitrate and guano from the 
west coast of South America, provided homeward cargoes for many 
large sailing vessels that had brought out coal from the United 
Kingdom, coal or wheat from Australia, to West Coast ports.® 
Both French and German owners, however, took a larger share of 
this traffic than did the British. 

Such, in brief outline, was the character and business of 
British shipping in 1914. Before passing on to a consideration of 
its war record, a little must be said of its relations with the State 

? In 1911 there were 300 sailing vessels on the Register of 500 tons net and upwards ; 
in 1913 only 238. 2 Cd. 7176, pp. 296-9. 
_ °° Of 2,326 sailing vessels recorded as trading on 3 April 1911, 1,868 were engaged 
in coasting, and 200 in Home Trade traffic. Of 258 engaged in ocean trade, 93 were 
bound from or to Australasian, and 85 from or to American Pacific ports. (Cd. 7033, 


p. 92.) The number of sailing vessels running direct between the United Kingdom and 
Australia was small and diminishing, 
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and its internal organization, but a word must first be given to the 
_ great shipbuilding industry with which its prosperity was so 
closely connected. 

For the five years 1910-14 inclusive, the average annual out- 
put of the British shipyards was about 1,660,000 tons gross, over 
60 per cent. of the world’s total output of new merchant tonnage, 
even including American ships built on the Great Lakes. About 
four-fifths of the tonnage annually launched was for British 
owners, the remainder being sold to foreigners. Although 
Germany, the United States, and Japan were, in 1914, practically 
self-sufficing as regards new tonnage, Great Britain was the only 
country building ships for export on a large scale, and the total 
foreign demand for British-built ships showed little sign of slacken- 
ing.! 

Thanks to the vast scale on which the industry was carried on, 
British builders had developed both specialization and standardiza- 
tion of shipping to a degree impossible in most other countries. 
The * Standard Steamer’ as introduced during the war was, it is 
true, a new departure, for ships were generally built under peace 
conditions, with a view to economical working in a particular 
trade ; but there was an increasing tendency for shipbuilding firms 
to specialize in the production of particular types, and to turn out 
‘repeat ships ’ on the same pattern. This made both for efficiency 
in working and for a reduction in initial cost, and therefore in 
interest, insurance, and depreciation charges, and no small part 
of the success enjoyed by British shipping in competition for the 
world’s carrying trade was due to the ability and enterprise of 
British builders.? 

A further advantage derived by British shipping from the 
immense capacity of the shipbuilding yards in the United Kingdom 
was the rapidity with which tonnage could be renewed. Not 
only was the shipping annually wrecked or broken up as obsolete 
made good almost entirely by new construction, but an appreciable 
proportion of the tonnage on the Register was disposed of, every 
year, to foreign owners whose standards were less exacting, and 


1 Cd. 9092, pp. 21-2; Cd. 7033, pp. 70-3; Lloyd’s Register Book, 1914-15. 

2 Cd. 9092, p. 33; Grosvenor M. Jones, Government Aid to Merchant Shipping, 
Department of Commerce, Special Agents Series, No. 119, Washington, 1916, pp. 47, 50. 
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replaced by new and more efficient vessels. During the five years 
1909-13 inclusive, the net steam tonnage on the Register was 
diminished by 814,000 tons wrecked or broken up, and by no less 
than 1,743,000 tons sold foreign or transferred to Colonial Register ; 
on the other hand, 3,676,000 tons were added, of which 238,000 
represented ships purchased abroad and other miscellaneous 
additions, such as salvage, and all the rest was new construction. 
The net result was that, not only was the total steam tonnage 
increased by 11 per cent., but nearly 23 per cent. of the tonnage on 
the Register at the beginning of the period had been replaced by 
new ships.1 Of the total steam tonnage at the end of 1913, very 
nearly 68 per cent. had been built since 1900, and only 6-4 per 
cent. dated back to 1890 or earlier.? 


1 Cd. 9092, pp. 55-6, 141. 2 Cd. 9092, p. 56, based on Cd. 7616, p. xi. 


CHAPTER II 
SHIPPING AND THE STATE IN 1914 


In view of the paramount importance of the Mercantile Marine 
as a factor in the national economy of the United Kingdom, it is 
not surprising that, from the earliest times, successive Govern- 
ments should have manifested a keen interest in its welfare and 
efficiency, nor that legislation relating to shipping should bulk 
large on the Statute Books. This is not the place for a history of 
British shipping policy, but in view of the close connexion estab- 
lished during the war between shipping and the State, it will be 
well to remind ourselves briefly of the relations existing between 
them in July 1914. 

According to a speaker in one of the Parliamentary debates on 
shipping during the war, the merchant service had ‘* grown up by 
the direct action of the State’ and was ‘ founded on the Naviga- 
tion Laws passed in the time of the Commonwealth ’.* This is an 
assertion frequently made both in Great Britain and abroad, but 
a very brief examination of the facts will suffice to show its 
inaccuracy. 

Of the Navigation Acts themselves something more may be 
said when we come to consider the agitation for their revival, 
which sprang up towards the end of the war. For the moment, it 
is sufficient to say that they were based on the policy of preserving 
for British shipping an absolute monopoly not only of the trade 
between the Mother Country and the British Possessions abroad, 
but of all traffic between those Possessions and the rest of the world. 
In addition, foreign shipping was excluded from the coasting 
traffic, and the carriage of imports from European countries was 
confined, with unimportant exceptions, to British ships and ships 
under the flag of the country whence the goods were derived. 

How far the operation of these Acts was originally beneficial 


1 Hansard, 21 February 1917 (Mr. Peto), 
C2 
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to the growth of British commerce and British shipping is still 
a matter of dispute, and there is no need to decide the question 
here, for it has little bearing on the development of the Mercantile 
Marine in modern times. The Colonial System, which was the main 
basis of the policy embodied in the Acts, was shattered by the 
recognition of American independence, and during the first thirty 
years of the nineteenth century further large breaches were made 
in the fabric by Reciprocity Treaties concluded with various 
European Powers for the purpose of avoiding retaliatory measures. 
By 1845, when the Navigation Laws were finally consolidated, 
over one-half of the foreign trade was governed by the exceptions 
rather than by the rules, and the Laws had lost all real value as 
a protective measure, while they still hampered, in many directions, 
the natural flow of trade. In 1849 the whole system was swept 
away with the exception of the provisions relating to the coasting 
trade, and in 1854 the coasting trade itself was thrown open to all 
flags.1 

Whatever part the Navigation Acts may have played in pro- 
moting the growth of British shipping in the latter part of the 
seventeenth and the first half of the eighteenth century, they had, 
long before their repeal, become a hindrance rather than a stimulus 
to its development, and the predominant position occupied by the 
British Mercantile Marine at the beginning of the nineteenth 
century was due mainly to the sweeping of other flags from the 
seas during the Revolutionary and. Napoleonic wars and the 
impetus given by the industrial revolution to British commerce. 
That position was threatened, at the time of the repeal, by the 
competition of American shipping, whose success was largely 
due to the complacent conservatism which the quasi-monopoly 
conferred by the Acts encouraged in British shipowners. Thrown 
back on their own resources and initiative, those owners developed 
a new spirit of energy and enterprise, and the State, no longer con- 
cerned with the economic protection of shipping, devoted itself 
with a new-found zeal to the social problems of the industry—the ~ 


* For the history of the Navigation Acts and their repeal, see W. S. Lindsay, H. istory 
of Merchant Shipping, London, 1874, 1876; W. Cunningham, D.D., Growth of English 
Industry and Commerce, 3rd edition, Cambridge, 1903 ; Parliamentary Return, No. 338 
of 1902; and the author’s paper on ‘The Proposed Revival of the Navigation Acts’, 
Edinburgh Renew, July 1918, with the authorities there cited. 
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safety of ships, goods, and lives, the education of the officers, and 
_ the welfare of the crews. The change from wood and sail to iron 
and steam found Great Britain well prepared, and during the 
quarter of a century immediately following the repeal of the 
Navigation Acts, the tonnage on the Register of the United 
Kingdom rose from 3,565,000 tons net, of which 168,000 tons was 
steam shipping, to 6,152,000 tons, of which 1,945,000 tons was 
steam." 

This then is the true position. For seventy years prior to the 
outbreak of war, British shipping had been left to compete, strictly 
on its own merits, in the freight markets of the world. As a general 
rule it enjoyed, by virtue of Commercial Treaties, and in conse- 
quence of the British free trade policy, national or at least most- 
favoured-nation treatment in foreign ports; but in no sea, and in 
no trade, was it accorded exclusive privileges.2 Its prosperity 
depended entirely on the efficiency of its services, on the growth 
of British commerce, and on the advantages derived from the 
geographical position and material resources of Great Britain. 
During those seventy years the general introduction of steam and 
the opening-up of new markets and sources of supply had led to 
a twenty-fold multiplication of the world’s carrying-power, and 
had profoundly modified the character, problems, and operations 
of the shipping industry in every country. In these circum- 
stances the British Mercantile Marine, as it existed at the outbreak 
of war, must be considered as the creature of conditions differing 
in no essential respect from those of 1914; deriving from a 
remoter past much of its prestige and traditions, but dependent 
for its position and prosperity on the validity of its current policy. 

The suggestion, sometimes made at home and abroad, that the 
great expansion of British shipping since the repeal of the Naviga- 
tion Acts was due to the payment of subsidies by the Government 
will not bear the most cursory examination. It is based largely 
upon a confusion between subventions paid to shipping companies 
in return for the performance of specific services and subsidies or 
bounties granted for the encouragement of shipping as a matter of 


1 A. Lindsay, History of Merchant Shipping, vol. iii, London, 1876. 
2 For a summary of the provisions relating to Navigation in Treaties extant at the . 
outbreak of war, see Cd. 9092, pp. 146-8. 
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commercial policy. This confusion has arisen, in part, from the 
common use of the terms ‘ subsidy ’ and ‘ subvention ’ as synony- 
mous, but the distinction is a very real one, and it is desirable that 
it should be indicated by a more precise terminology. Speaking 
generally it is perfectly true to say, in the words of the Select Com- 
mittee on Shipping Subsidies, that ‘ British policy has usually 
hitherto been to subsidize ships for postal or Admiralty purposes 
only, and to exclude all consideration of trade interests’. There 
is no doubt that the payments to steamship companies under some 
of the earlier mail contracts were considerably in excess of fair 
remuneration for the work performed, but they were not long 
continued on this basis. The original grants were inspired partly 
by the desire of the Admiralty to encourage the building of large, 
fast, strongly constructed steamers suitable for use in war, and 
partly by the desire of the Government to encourage the develop- 
ment of oversea communications, by the establishment of more 
extensive services than were likely to be commercially remunera- 
tive while steam propulsion was still in the experimental stage. 
As the total of steam tonnage increased, and the development of 
trade provided remunerative employment for even the largest 
and fastest ships, these motives lost much of their force, and from 
about 1874 onwards the postal subventions were either drastically. 
reduced or made contingent on the performance of much more 
extensive services. 

Certain additional payments were also made, under the 
Admiralty Vote, in respect of vessels constructed to comply with 
special Admiralty requirements for use as Armed Merchant 
Cruisers in time of war, but these also gradually fell into disuse, as 
it became apparent that the majority of the larger liners, whether 
in receipt of a subvention or no, complied with the Admiralty 
requirements. At the outbreak of war, the only ships in receipt 
of Admiralty subventions were the two crack Cunarders, Lusitania 
and Mauretama, built in 1907, when the formation of the Interna- 
tional Mercantile Marine Company threatened to withdraw the 
fastest ships in the North Atlantic from the British flag. 

Whatever may have been the value of the subsidy element in 
some of the early mail contracts, they affected only a few of the 
lier services, and for forty years prior to the outbreak of war the 
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postal subventions represented mere payment, often bare pay- 
_ ment, for services performed. At the most they affected not more 
than 5 per cent. of the tonnage under the British flag. Even in the 
development of the great mail and passenger lines they counted 
for comparatively little, and they left absolutely untouched the 
cargo liners and tramps that formed the bulk of the Mercantile 
Marine. Had British shipping received, in proportion to its ton- 
nage, the direct State aid accorded to the shipping of many 
foreign countries in the form of construction, equipment, working, 
and navigation bounties, refund of duties and taxes, and reim- 
bursement of Suez Canal dues, the cost would have been not 
£645,000, the actual amount of postal and Admiralty subventions 
in 1914, but ten, fifteen, or twenty million pounds.! 

It may thus fairly be said that from the middle of the nine- 
teenth century all direct State interference and practically all 
direct State assistance in the working of the shipping industry 
came to an end. From that time onwards State intervention was 
confined to such legislation as was necessary, on the model of the 
Factory Acts, for the purpose of preventing, in the interests of 
social welfare, the abuse of economic freedom. The successive 
Merchant Shipping Acts which, from 1854 onwards, regulated 
the conduct of the industry were directed mainly to ensuring, as 
far as possible, the safety of life and property afloat, to defining the 
liability of shipowners for loss of life or goods, to securing a satis- 
factory standard of education and ability in the officers, and to 
improving conditions for the seamen. 

The working of the whole code was placed under the supervision 
of the Marine Department of the Board of Trade. Through its 
Harbour Department, the Board was also the supreme central 
authority over docks, harbours, lighthouses, and pilotage. Its 
jurisdiction in these respects was, however, mainly of a super- 
visory character. The actual erection and maintenance of lights 
and buoys were carried on, under the financial control of the Board, 
by the Corporation of the Trinity House (for England and Wales), 


1 Report of the Select Committee on Steamship Subsidies, H.C. 385, 1902; Report of 
the Committee on Mercantile Cruisers, Cd. 1379, 1902; Report on Bounties and Subsidies 
in respect of Ship-building, Shipping, and Navigation in Foreign Countries, Cd. 6899, 
1913; Government Aid to Merchant Shipping, Special Agents Series, No. 119, Depart- 
ment of Commerce, Washington, 1916; A. Lindsay, History of Merchant Shipping, 
vol. iv, London, 1876; Shipping World Year Book, London, 1914. 
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the Commissioners of Northern Lighthouses, and the Com- 
missioners of Irish Lights. The Trinity House, an ancient, 
autonomous Corporation, governed by a Master, Deputy Master, 
and Brethren chosen from officers of the Royal Navy and the 
Mercantile Marine, was also the principal English pilotage 
authority, though, like the other local authorities, it carried on its 
work under the supervision and subject to the regulations of the 
Board. : 

Over ports and harbours the Board exercised a measure of 
direct control in respect of quarantine and similar questions, but 
in the actual working of the ports it had little part. State or 
municipal ownership of ports and docks was less common in Great 
Britain than abroad, though some ports, such as Bristol, were 
both municipally owned and rate-aided to a considerable extent. 
Many were private undertakings, owned and worked by public 
companies on purely commercial lines, such as the docks owned by 
the Manchester Ship Canal Company at Runcorn and Manchester, 
and the great railway ports, such as Southampton and the Humber 
ports. The general tendency, however, was for the most important 
ports to be worked by great Public Trusts, such as the Port of 
London Authority, the Mersey Docks and Harbour Board, and the 
Trustees of the Clyde Navigation. By these bodies, representative 
of the various interests using the ports, with a certain proportion 
of State or municipal nominees, the docks were administered for 
the public benefit, all profits, after payment of interest on borrowed 
capital, being devoted to reduction of charges or improvement of 
facilities. 

Over shipping itself, the Board of Trade exercised a more direct 
and detailed supervision. The standard of construction and equip- 
ment, the regulations as to stowage and loadlines enforced under 
the Merchant Shipping Acts, were generally in advance of the 
average level abroad ; indeed, British shipowners frequently com- 
plained that the development of mercantile construction was 
unduly hampered by the imposition of hard-and-fast rules, imposed 
for the purpose of curbing malpractices by a small minority. They 
complained even more bitterly that foreign vessels using ports in 
the United Kingdom were free from the restrictions imposed on 
British owners, who were thus handicapped in international 
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competition. This grievance was, to a great extent, remedied by 
the Merchant Shipping Act of 1906, which applied the bulk of 
the British safety regulations to foreign ships in the ports of the 
United Kingdom. By this Act also, many obsolete rules were 
swept away and a greater elasticity given to the whole code. At 
the same time, the creation of the Merchant Shipping Advisory 
Committee, on which shipowners, shipbuilders, and seamen were 
represented, ensured for the future a closer touch between the 
Board and the industry in the framing of regulations.1 

The tendency towards the substitution of general supervision 
for hard-and-fast rules was greatly facilitated by the existence of 
certain great autonomous institutions whose influence on the 
development of the industry can hardly be exaggerated. The 
Corporation of Lloyd’s and Lloyd’s Register are household words 
wherever shipping is discussed, and it would be superfluous here to 
enter on any detailed description of their organization and activi- 
ties ; yet their importance, in peace and in war, is too great for 
them to be passed without notice. 

The world-wide reputation of ‘ Lloyd’s’ has perhaps obscured 
the fact that, in origin and in theory, the Corporation was merely 
an. association of marine underwriters, with no other object than 
to provide its members with facilities for the conduct of their 
business. It was for this alone that Lloyd’s had established one of 
its 1,400 agents in practically every known port, and had erected 
or acquired its signal stations on some 150 prominent headlands ; 
but the effect went, far beyond the original purpose. Through 
this great organization Lloyd’s not only received early news of all 
marine casualties, but was kept in close touch with the arrivals and 
departures at all ports, and with the movements of shipping in 
every sea. From this unique system of shipping intelligence, as 
well as from the importance of the interests it represented, the 
Corporation had acquired an influence that can hardly be over- 
estimated, and this had been consistently directed to the pro- 
motion of a high standard of safety and conduct in shipping 
business. In war, it provided the Government with an unequalled 
channel for disseminating official instructions and information. 


1 Cd. 9092, p. 114; Sir Norman Hill, The British Mercantile Marine in its relation 
lo the State, Manchester Statistical Society, 1918. 


26 SHIPPING AND THE STATE IN 1914 


Lloyd’s Register, an independent society, was founded, also 
in the interest of underwriters, for the purpose of publishing an 
annual Register Book, in which ships, whether British or foreign, 
were classified according to age, construction, equipment, and up- 
keep. Its national importance arose from the fact that, while the 
Register Book formed a complete index to British and foreign 
shipping, no ship could receive Lloyd’s classification unless built 
in strict conformity with rules laid down by the Society, and 
periodically surveyed by its surveyors. To Lloyd’s Register, and 
to two similar bodies, the British Corporation for the Survey and 
Registry of Shipping, Glasgow, and the British Committee of the 
Bureau Veritas, the Board of Trade had deputed the duty of 
assigning load-lines under the Merchant Shipping Acts; but still 
more important was the general influence of the great Classification 
Societies on design and equipment. The standard required for 
a high classification, ensuring cheap and ready insurance, went 
beyond official requirements, and while nearly half the mercantile 
tonnage of the world held a classification from Lloyd’s Register 
alone, nearly all British ships afloat in 1914 had been classed either 
by the Register or by the British Corporation, and were thus built 
and maintained in accordance with regulations embodying the last 
developments of marine science.! 

Thanks to the influence of these great bodies, as well as to ine 
effect of the regulations as to construction and stowage imposed by 
or under the Merchant Shipping Acts, to the skill of British ship- 
builders, and the professional ability of the Masters and officers 
of the Mercantile Marine, British shipping had attained, by the 
opening of the present century, a high standard of safety. For 
the ten years ending 1911, the number of steam and sailing vessels 
of all sizes wrecked at sea averaged 240 out of some 20,000 on the 
Register of the United Kingdom, and the percentage of loss was 
considerably below that suffered by the mercantile fleets of 
other countries.? It was the proud boast of the Cunard Company 
that in sixty years of traffic they had never lost the life of a single 
passenger, and the safety ensured to life and goods under the 


’ For the history and fuller particulars of Lloyd’s, Lloyd’s Register, and the British 
Corporation, see Sir Douglas Owen, Ocean Trade and Shipping ; Kirkaldy, British 
Shipping ; and H. Frederick Martin, History of Lloyd’s, London, 1876. 

2 Cd. 7033, p. 69. 
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British flag was undoubtedly an asset of considerable importance in 
International competition. 

Both the Corporation of Lloyd’s and Lloyd’s Register were 
established, in the first instance, in the interests of underwriters ; 
but the shipping industry itself was also strongly organized for the 
protection of its own interests. The Liner Conferences dealt with 
the regulation of freights and delimitation of interests in particular 
trades, while Protecting and Indemnity Clubs and Defence Associa- 

_ tions, representing a large proportion of the tonnage on the Register, 
provided for mutual insurance against sea perils and claims 
arising therefrom ; indeed, the principle of mutual insurance had 
been developed by shipping to a greater extent than by any other 
industry, a fact which became of the utmost importance when the 
problem of war risks had to be tackled. In addition, there were 
many shipowners’ associations, representing particular ports or 
districts, for the purpose of dealing with questions of general 
interest. The majority of these Associations, together with the 
various Protection and Indemnity Clubs, were affiliated to the 
Chamber of Shipping of the United Kingdom, which had thus 
become fully representative of the tramp shipping of the country, 
while a substantial proportion of the liner tonnage was also 
brought within its fold. Even more powerful, however, in repre- 
sentation of the liner interests, was the Liverpool Steam Ship 
Owners’ Association, in which was entered about a third of the 
ocean-going tonnage on the Register. Between them, these two 
great organizations represented practically the whole shipping of 
the country, and- both in peace and in war this was of great 
importance as providing a channel for negotiation between owners 
and the Government on matters affecting both shipping and 
national interests. 

For dealing with labour questions also, the shipowners were 
strongly organized, the Shipping Federation representing the 
owners organized in the Chamber of Shipping and its affiliated 
bodies, while the Liverpool Employers’ Association acted in 
general co-operation. On the other hand, the officers and men were 
organized in a number of independent bodies, between whom there 
was little communication. The Masters and deck officers were 
represented by the Imperial Merchant Service Guild, the Mercantile 
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Marine Service Association, the British Shipmasters’ and Officers’ 
Protection Society, and the Association of Coastwise Masters, 
Mates, and Engineers. The Marine Engineers had an association 
of their own; but many of them were members of the powerful 
Amalgamated Society of Engineers. For the catering department 
there was the National Union of Ships’ Cooks, Stewards, Butchers, 
and Bakers; but many cooks and stewards on tramp steamers were 
members of the National Sailors’ and Firemen’s Union, the most 
important of the lower-deck organizations. 

Since the seamen’s strike of 1911, the great majority of the 
petty officers, sailors, and firemen had become members of the 
National Union, which had absorbed most of the small local 
unions previously existing at the ports. The Hull Seamen’s 
Union, which preserved its independent existence, worked in close 
touch with the national organization; but the British and 
Scottish Seafarers’ Unions, established at Southampton and 
Glasgow respectively, were hostile to that body, from which they 
had split off. Even so, the National Sailors’ and Firemen’s Union 
claimed, in 1914, to represent 90 per cent. of the organized petty 
officers, sailors, and firemen. They were hampered, however, by 
the existence of a large body of non-Union labour, mainly foreigners 
and Asiatics. Their relations with the Shipping Federation were 
acutely hostile, and embittered by the recollection of struggles in 
which an uncompromising and combative spirit had been displayed 
on both sides. Of machinery for conciliation, or for bringing the 
owners and men together for other purposes than conflict, there 
was practically none, except at Liverpool, where a Seafarers’ Joint 
Committee existed, and on the North-East Coast, where the local | 
Shipowners’ Association was prepared to recognize and meet 
Union representatives. 

It was perhaps due to the comparatively weak organization 
of the industry on the labour side that the condition of the 
personnel, though it had greatly improved under the régime of 
the Merchant Shipping Acts, fell short of the standard obtained in 
the construction and running of the ships. Much had been done to 
ensure fair conditions of engagement, protection from crimps and 
sharks, facilities for saving, and the provision of medical treat- 
ment and necessities ; the standard of diet had been greatly raised, 
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and the Act of 1906 introduced a much needed improvement by 
providing for the carriage of certificated cooks. The accommo- 
dation, however, still left much to be desired. Even under the 
Act of 1906, the legal minimum gave only one-eighth of the cubic 
space and one-fifth of the floor space laid down by the War Office 
as the minimum to be provided in barracks. There can, of course, 
be no close comparison between conditions ashore and afloat ; but 
tried by any reasonable standard, the accommodation, lighting, 
and sanitary arrangements on many ships were exceedingly imper- 
fect, and provoked repeated protests from such bodies as the 
Royal Sanitary Institute, and from the Medical and Sanitary 
officers at the ports. To these conditions, as much as to the 
exposure incident to the sailor’s calling, was due the high rate of 
mortality from disease which, in 1911-12, reached 1 in 238 among 
all seamen employed, and 1 in 298 among those of British 
birth. The conditions under some foreign flags were even 
worse; but unfortunately it is impossible to claim that Great 
Britain led the way. It may be admitted that, aboard ship, 
space is money, and that the unrestricted competition and 
recurrent periods of depression in the cargo trade rendered 
economy in construction essential, but the conditions in too 
many British ships were such as to reflect small credit on the 
world’s greatest mercantile fleet. 

Of recent years, however, the standard of accommodation, as 
well as of other conditions, had considerably improved, and many 
progressive owners went beyond the legal minimum in the treat- 
ment of the crews: As regards accommodation such improvements 
were necessarily gradual, keeping pace with the renewal of tonnage ; 
but a substantial improvement in general conditions afloat may 
reasonably be inferred from the increasing proportion of British 
seamen among the crews; for the large number of foreigners 
employed during the nineteenth century was due mainly to the 
fact that, owing to the lower standard of life abroad, a better and 
steadier class of men could at times be signed on in foreign ports 
than were attracted by the rate of pay offered, and the conditions of 
service, from the population of the United Kingdom. In 1903, 
when this tendency reached its height, the proportion of foreigners 


1 Return of the deaths of Seamen and Fishermen, Cd. 6629, 1913. 


30 SHIPPING AND THE STATE IN 1914 


to men of British birth was 22:88 to 100; by 1912 it had sunk to 
14-84. 

One very serious handicap to the adequate manning of the 
Mercantile Marine was the total absence of any national system of 
sea-training. The Conway, the Pangbourne Nautical College, and 
other institutions provided for the education of officers, but for the 
9,000 boys annually required to maintain the supply of seamen and 
firemen there was practically no provision. During the last few 
years great efforts had been made to obtain State aid in the 
training of respectable lads for the sea, but they had broken down 
over the shipowners’ demand for some compensation in respect of 
the cost of carrying an increased proportion of boys, and seamen 
and firemen were left to find their way into the mercantile marine 
by the ordinary channels of direct engagement and without any 
regular preliminary training.” 

Such were the relations between the Shipping Industry and the 
State in 1914. They amounted, as will be seen, mainly to a general 
police supervision that had done much to secure a high standard of 
safety in the ships, and much, though not enough, to improve the 
conditions of the seamen. In securing safety and efficiency, great 
autonomous institutions, semi-official like the Trinity House, or 
wholly unofficial like Lloyd’s and Lloyd’s Register, had played 
at least as great a part as the State itself. In the economic opera- 
tions of the industry the State had no share, nor did it, either by 
protection or subsidy, assist the British shipowner in competition 
with his rivals, many of them heavily subsidized. 

How far British shipping, under these conditions, was holding 
its own, is a matter of some controversy. That the shipping of 
certain foreign countries should have increased during recent years 
more rapidly than that under the British flag is not surprising, for 
many of those countries were late starters in the race, and had 
much leeway to make up before they possessed a mercantile 
marine in any way commensurate with their commercial im- 
portance. In such circumstances the comparison of percentages 
is misleading ; it is easier to increase from 10 to 20 than from 100 


* Cd, 7033, p. 88. The figures are exclusive of Lascars and Asiatics under Asiatic 
Articles of Agreement. 


2 See Clement Jones, op. cit., p. 129 ff. 
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to 200. During the ten years preceding the war, Brazilian steam 
tonnage increased three times as fast as British; but Brazil was 
not, on that account, a formidable competitor in the carrying trade. 
As regards the actual amount of tonnage annually added to the 
Register, Great Britain still stood far ahead of all rivals. Thus, 
between June 1903 and June 1914, the gross steam tonnage under 
the German flag increased by 83-7 per cent., while tonnage on the 
Register of the United Kingdom rose 40-8 per cent. only; but 
whereas the Germans had added 2,341,000 tons to their fleet, the 
actual growth in British tonnage was 5,481,000 tons, and at the 
outbreak of war the British steam fleet was about three and a half 
times as large as the German.1 

This is not to say that the competition of foreign shipping was 
not keenly felt by the British shipowner. The Scandinavians and 
Greeks, running a large amount of cheaply acquired second-hand 
tonnage on cheap lines, were frequently able to under-cut the 
British tramp ; the heavily subsidized Japanese lines were serious 
competitors in the Far Eastern and Pacific trades ; and there were 
few of the regular services that did not feel the competition of the 
German lines, the greater part of whom were associated in a single, 
very powerful, fighting organization. Many of the jeremiads as to 
the dwindling proportion of the world’s trade carried in British 
ships failed to take account both of the actual increase in the 
total volume of traffic and of the inevitable growth in the mercan- 
tile fleets of Powers previously dependent almost entirely on 
foreign shipping; on the other hand, there is no doubt that in 
certain directions, notably the Eastern and Mediterranean trades, 
British shipping was losing ground, and it was hard pressed in the 
Atlantic passenger traffic. 

So far as competition was based on efficiency of service and 
organization, it was recognized by the leading British shipowners as 
a healthy stimulus; but there were three respects in which they 
contended competition was unfair. In the first place, they com- 
plained of a lack of reciprocity as regards the equal treatment 
accorded to all flags in British ports, more especially in the 

1 Tf tonnage on Dominion and Colonial Register be included, the rate of increase 
was 44-6 per cent., the actual growth 6,330,000 tons, and the ratio to Germany, 4 to 1. 


Figures from Lloyd’s Register Book. 
2 Cd, 9092, pp. 75, 86-9. 
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exclusion of British ships from the coasting traffic of certain 
Powers, and the wide extension given to that term by the United 
States, France, and Russia, which brought the traffic with dis- 
tant possessions under the heading of domestic trade.’ In the 
second place, there was a strong suspicion that the special through 
rates, granted by the German State Railways to goods for export, 
were so manipulated as to amount in practice to a measure of dis- 
crimination against all foreign flags.2 “Finally, the Germans were 
accused of employing the Control Stations established for the 
regulation of the European emigrant traffic to make the right of 
transit across Germany conditional on shipping by German lines.® 
To these points, at any rate to the second and third, we shall have 
to recur in the consideration of post-bellum policy. By the time 
that policy came up for consideration the whole situation had 
undergone a stupendous change. 


1 Cd. 9092, p. 110. 2 Ibid., pp. 97-100. 3 Ibid., pp. $-10, 96-7. 
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THE SHOCK OF WAR 


Up to the third week of July 1914, the multifarious activities 
of British shipping were proceeding on normal lines. Labour 
unrest, both at home and abroad, threatened some eventual 
trouble in the ports; but save for the black cloud in Ulster, the 
political horizon was clear, for little general attention was paid 
as yet to the growing friction between Austria and Serbia, and 
there was no serious expectation of any violent interference with 
the course of trade. 

All over the world, shipping was on the move, and shippers 
were calculating their requirements for the autumn months. The 
shipment of grain from the Black Sea was in full swing; the 
period of greatest activity in the North American wheat trade 
was approaching; and though the bulk of the Argentine wheat 
surplus had already been shipped, the export of maize had been 
delayed by heavy rains, and a large block of tramp tonnage was 
gathering in the harbours of the River Plate, in readiness to lift 
the crop. In September the American cotton crop would begin 
to move, finding employment for augmented liner services and 
a certain amount of tramp tonnage; the new wool season from 
Australia was timed to begin on 7th September ; large quantities 
of wheat, jute, and tea in India, and of sugar in Java, were, or 
would soon be, ready to come forward. Nearer home, the Baltic 
and White Sea trades were approaching their maximum activity, 
pending the closing of the routes by ice. 

The one unsatisfactory feature of the situation, from the 
shipowner’s point of view, was the existing level of freights. As 
we have already seen, the freight markets had been subject during 
recent years to violent fluctuations. After maintaining a high 
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level during the eighties, freights fell steadily till 1895; but the 
decline had been checked by the engineers’ strike of 1897, which 
reduced the output of new tonnage, by the Spanish-American war 
of 1898, and the demand for transports arising in 1900 from the 
South African war. From 1898 to 1901 the level of freights was 
high ; but the new boom was followed, in its turn, by a slump of 
exceptional severity, largely due to over-building. Despite the 
increased earning power of modern steamers, many cargo-boat 
companies were obliged to pass their dividends and write down 
capital, and those which made a small distribution to their share- 
holders frequently did so at the expense of proper provision for 
depreciation. As a natural result, owners reduced their orders for 
new construction; the British output for 1908-10 inclusive fell 
40 per cent. below that of the previous three years ; requirements 
caught up with the supply of tonnage, and freights rose slowly 
from 1908 to 1911. In the summer of that year a world boom in 
trade set in, which lasted until the autumn of 1913, and carried 
freights to heights unknown for at least twenty years. In 1912 
the dividends distributed by the cargo-boat companies whose 
accounts were analysed in Fairplay gave an average return of 
6-82 per cent. on the paid-up capital, and in 1913, when the full 
effect of the boom became visible, the figure rose to 12-56 per cent., 
and this in spite of the fact that, taught by experience, the com- 
panies carried large amounts to depreciation, in order to make 
good the shortcomings of previous years.! 

This period of prosperity was accompanied, as usual, by 
a feverish eagerness in the placing of orders which, again as usual, 
overshot the mark. In three years the world’s gross tonnage was 
increased by over 6,500,000 tons, and with the passing of the 
trade boom, the supply of shipping showed a large excess over the 
demand. During the last few months of 1913 freights fell rapidly, 
and shipowners were faced with the prospect of a prolonged period 
of depression.? On the other hand, the financial position of the 
industry was unusually strong, owing to the large amounts 
transferred to depreciation during the boom, and in February 1914 
Mr. Jas. H. Warrack, President of the Chamber of Shipping, in his 


1 See Appendix, Table 46. 
? See e. g. Mr. (now Sir) Walter Runciman, in Fairplay, December 1913. 
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inaugural address, expressed the opinion that the pessimism dis- 
_ played in some quarters was exaggerated, and that, if owners 
would abstain for a couple of years from over-building, the 
equilibrium between supply and demand would be restored.1 
During the early months of 1914, however, freights continued 
to fall, and though their downward progress appeared by the 
summer to have been somewhat checked, and the general level 
was above that ruling during the last years of the preceding 
depression, the immediate outlook was far from encouraging. 

At its worst, the fall in freights was a small matter in com- 
parison with the catastrophic blow that was now to fall upon the 
industry. On 23rd July the Austrian ultimatum to Serbia was 
delivered, and within a week the whole situation had changed. 
It was in the Balkans that the crisis had its origin, and it was first 
reflected in the suspension of Black Sea chartering, but once the 
alarm had been taken, it spread rapidly. All fixed services under 
the British flag continued to run; but by the end of the month, 
tramp chartering had everywhere come practically to a standstill. 
Even in the outward trades, where inquiries were comparatively 
plentiful, few fixtures were effected, as owners were unwilling to 
commit themselves until the probable course of events could be 
more clearly foreseen. 

This general stagnation of the freight markets was very largely 
due to the inability of either shipowners or merchants to obtain 
insurance against the risk of capture in the event of war, and this 
difficulty threatened, when war was actually declared, to paralyse 
for an indefinite period the whole movement of British shipping. 
That danger was averted, at the last moment, by the adoption 
of a scheme of State Insurance against War Risks ; but both the 
magnitude of the peril and the novelty and interest of the steps 
taken to meet it demand for the State Insurance Scheme a chapter 
to itself, and any full considerations of its provisions and effects 
must, therefore, be postponed.? 

Despite the success of the Insurance Scheme, the immediate 
effect of the declaration of war at midnight 4th/5th August was 
to bring practically the whole business of shipping, for the time 


1 Report of Proceedings of the 37th Annual Meeting of the Chamber of Shipping, 
27 February 1914, p. 51. 2 See Chapter IV, post. 
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being, to a standstill. The great majority of the lines cancelled 
their August sailings, and for several weeks the announcements 
which fill the first two pages of Lloyd’s List and the shipping 
advertisement columns of the ordinary press appeared in strangely 
altered form. Some contained a general intimation that sailings 
were suspended; others appeared with dates left blank, or at 
best, with a reduced and provisional list. Inquiries for tramp 
tonnage were few and tentative ; freight quotations were absent or 
nominal. Every port at home and abroad was thronged with 
ships whose sailings were suspended, or who had put in for safety 
and were awaiting owners’ instructions before proceeding on their 
voyage. 

In all this there was nothing of surprising or discreditable 
panic. Much as had been written as to the probability of an 
Anglo-German conflict, the startling rapidity with which the 
crisis actually developed took the whole world by surprise. The 
shock was the more severe inasmuch as it supervened upon a long 
period of peace, a period marked by rapid and continuous develop- 
ment both in the methods of trade and the weapons of war. It was 
a hundred years since Great Britain had been engaged in war with 
a first-class, oceanic, naval Power ; and no campaign fought since 
the transition from sail to steam afforded an adequate guide to 
the possibilities of warfare against commerce on the scale now to 
be expected. It was natural that shipowners and merchants alike 
should require a little time to take stock of their position. 

Thanks to the readiness of the Navy and the security provided 
by the State Insurance Scheme, the hesitation arising from fear 
of enemy action was quickly overcome. For a few days the 
Admiralty and the Naval Authorities abroad were bombarded 
with inquiries by shipowners and masters as to the safety of the 
routes ; but within a fortnight the period of acute anxiety had 
passed. The High Seas Fleet made no move, the German forces 
on foreign stations were of no great strength, and contrary to 
apprehensions entertained before the war, there was no general 
arming of the German liners in oversea ports. By the middle of 
August the vital North Atlantic trade had been in large measure 
restored, and British cruisers were able to report that, on all routes, 
shipping under the British flag was rapidly increasing in volume, 
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and that it displayed a daily growing confidence in the security of 
the ocean tracks.1 

This prompt recovery of confidence on the part of ships at sea 
was of good omen for the future; but however brave a face 
masters and owners might put on it, the shipping sindustry 
had received a staggering shock. However complete might be 
the protection provided by naval dispositions, however great the 
financial secttrity afforded by the State Insurance Scheme, the 
prospects of employment depended entirely on the volume of 
trade that could be maintained, and for the moment the trade 
of the world was utterly disorganized. The outbreak of war had 
everywhere dislocated the delicate machinery of international 
credit ; in twenty countries a moratorium had been proclaimed ; 
banks and exchanges were closed, communications difficult and 
uncertain. In a hundred ports vessels were held up by the with- 
drawal of credit facilities as effectively as by a blockading 
squadron, and though ships at sea were ready enough to defy the 
risks of capture, and sufficient cargo was procurable on certain 
routes to justify the resumption of the fixed services, there could 
be no general resumption of chartering, or even of liner sailings, 
until credit and commerce had recovered to some extent from the 
initial paralysis, and adjusted themselves to war conditions. 

Moreover, the outbreak of war and the demands of the fighting 
services interfered at every turn with the working of the industry. 
To the shipowner, the cry of ‘ business as usual’, raised so early 
in the war, must have been peculiarly irritating, save in so far as 
it implied the determination to spare no effort towards the resump- 
tion of activity. There was little that was ‘ usual’ about the 
conditions in which he had to work. Ships, ports, and crews, the 
navigation of the vessels, and the course of the freight markets 
were alike affected. 

In the first place, of course, all voyages to German and Austrian 
ports, whether from the United Kingdom or elsewhere, had at 
once to cease—and well over 3,000 British vessels were annually 
entered with cargoes at German ports alone. Now, at one blow, all 
fixed services to Germany were suspended, all charters cancelled, 


1 For a detailed study of the effect of the war on the trade of the various routes 
see Seaborne Trade. 
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all current voyages overshadowed by the menace of capture or 
detention. From this last danger many ships were saved by the 
close co-operation set up from the very beginning between 
Lloyd’s, the great shipowners’ organizations, and the Naval 
Authorities. So promptly and widely was the warning dis- 
seminated during the critical days immediately preceding the 
ultimatum, so active were the Channel Patrols, that not a single 
ship under the British flag blundered into a German port after the 
outbreak of war. Even of those lying in German ports at the end 
of July, many succeeded in making their escape during the period 
of tension. 

All were not equally successful. There is ample evidence that, 
from the moment war became imminent, the German Authorities 
deliberately impeded the departure of British ships, and on 
5th August, over seventy steamers were still in German harbours. 
A proposal made by the British Government for the reciprocal 
granting of ‘ days of grace’ under the Hague Conventions was 
silently ignored, and though the Conventions prohibited the 
condemnation of vessels thus surprised by the outbreak of 
hostilities, they were nevertheless liable to detention for the period 
of the war.1 

Nor were these the only vessels of whose services their owners 
were at once deprived. In addition to warning ships bound for 
German ports, the Admiralty had arranged for all vessels on their 
way to any port in the Baltic or North Sea to be diverted and 
instructed to call for orders at Falmouth or elsewhere, and owners 
had been advised to hasten the departure of ships lying in Baltic 
and North Sea harbours. Nearly a hundred steamers, however, 
were unable to clear from the Baltic before the night of 4th August, 
after which the presence of strong German forces in the Kattegat 
rendered their escape, for the time being, impossible. 

The aggregate tonnage thus immobilized in German, Russian, 
and Swedish ports, though it amounted to over 450,000 gross, was 
small in comparison with the total volume of British shipping. 
To individual shipowners, however, the loss was serious, especially 
to the owners of Baltic ships, who were obliged to make remittances 


1 See Fayle, Seaborne Trade, vol. i, pp. 33-4, 54-6; Archibald Hurd, The Merchant 
Navy, vol. i, London, 1921, pp. 130-2. 
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for their upkeep, with little or no hope of any compensating 
earnings. 

Less injurious to the shipowner, but of still greater effect on 
the supply of tonnage for commercial purposes, and productive 
of consequences by which the course of the war was to be deeply 
affected, were the demands of the British Admiralty itself. On 
3rd August a Proclamation was issued authorizing the Admiralty, 
in view of the national emergency, to requisition ships as transports 
and naval auxiliaries, and it soon became evident that the 
requirements of the fighting services far exceeded anything known 
in previous wars. For the transport of the British Expeditionary 
Force alone, some 250 steamers were required, and including 
Armed Merchant Cruisers, Boarding and Examination Steamers, 
Mine Carriers, Fleet Messengers, Ammunition and Supply Ships, 
Colliers, Oilers, Troop Ships, Hospital Ships, and Store Ships, the 
total number of steamers in naval or military employment rose 
rapidly to over a thousand, representing an aggregate of 4,000,000 
tons gross. 

The dislocation caused by the diversion of so large a volume 
of shipping from commercial employment to war service was 
greatly accentuated by the inevitable haste with which the 
operation was carried out. No commercial considerations could 
be allowed to interfere with the passage of the Expeditionary 
Force or the equipment of the Navy with the auxiliaries it re- 
quired. So far as possible, the Admiralty Transport Department 
endeavoured to select ships that could be withdrawn with a 
minimum of inconvenience ; but availability and suitability were, 
naturally and properly, the predominant considerations, and it 
imevitably followed that many liners were taken up whose sailing 
date had already been fixed, and that many freighters with cargoes, 
or part cargoes, already on board were forced into service. A great 
deal of confusion was the result, for it was not always possible to 
discharge such goods before the vessel entered on her new employ- 
ment; nor was it easy, when mixed cargoes had been transferred 
to substituted vessels, to keep track of individual parcels. It was 
a term of the engagement of the ships that the owners should be 


1 No. 1247 of 1914, Manual of Emergency Legislation, p. 386. For the terms of 
requisition see Chapter V, post. 
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indemnified against third-party claims; but the worry and dis- 
location of business was considerable, both to shipowners and 
merchants, and there was a good deal of criticism as to the action 
of the Transport Department in taking laden ships, or ships fixed 
for a voyage, when equally suitable vessels free from commitments 
were readily available. A certain amount of this criticism was 
undoubtedly justified, and it is probable that, with more thorough 
preparation before the war, some of the dislocation might have 
been avoided; but in many instances thé critics appear to have 
overlooked the rapidity with which the crisis had developed, and 
the extreme pressure under which the small staff of the Transport 
Department were working in the early days of the war. It should 
be said that in very few instances did a sense of grievance prevent 
the shipowner from co-operating to the utmost of his power in 
bringing his vessel forward for her new employment. 

Nor was it only ships that the Admiralty required. On 
3rd August Proclamations were issued, calling up the officers and 
men of the Royal Naval Reserve and Royal Fleet Reserve,! and 
within 48 hours, 8,000 merchant seamen had joined the Colours.? 
This, however, was a minor complication of the manning problem 
compared to that which shipowners had experienced in the past, 
for until the creation of a permanent naval establishment in 1852 
the Royal Navy had obtained the whole of its seamen from the 
same source as merchant shipping. At the beginning of every war, 
and at every great naval crisis, the Mercantile Marine was skimmed 
of the cream of its personnel, to make up the complements of 
newly commissioned ships. The lure of prize-money attracted 
many men to frigates commanded by officers with a reputation for 
luck and daring, bounties were offered to attract men into the 
service, the press-gangs ransacked the ports, short-handed 
cruisers stopped merchantmen at sea and took out of them the 
pick of their A.B.s. How serious was the dislocation, a single 
ulustration will show. On Ist February 1741 an embargo was 
laid on all shipping in British ports, for the purpose of ensuring the 
manning of the fleet ; a petition by the merchants for its removal 


1 Manual of Emergency Legislation, pp. 206-7. 
“ann pike Hopkins, 0.8.P., National Service of British Seamen, 1914-19, London, 
, p. 130. 
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was rejected on 28th March, and it was not till 14th April that it 
was finally lifted, and then only on condition that the ships should 
_ give up one man in every four for the King’s service, and should 
engage landsmen in the proportion of one-third of their crew. 

In comparison with the days of press-gangs, the present require- 
ments of the Admiralty were trifling, but the sudden withdrawal 
of so many of the best seamen and firemen was not without 
appreciable effect on the manning of the ships, and the strain on the 
supply of officers was acutely felt. Of 163 navigating officers on 
the books of the Cunard Company, 131 had reported for mobiliza- 
tion by the end of 1914. The Royal Mail Company had between 
50 and 60 of its navigating staff called up; their Tamar lost her 
captain and all three deck officers; the Cardiganshire had only 
her second officer left.2_ It is true that only a portion of the reser- 
vists were required for completing the complement of ships on the 
permanent Navy List; many officers and men were allocated to 
the merchant steamers commissioned as naval auxiliaries, or even 
to transports and store-ships, so that the net effect on the manning 
of ships in commercial employment was less than the figures would 
suggest. Nevertheless, the depletion of the navigating staffs, and 
the loss of experienced men from the lower deck, was severely felt 
throughout the war. 

A further complication of the manning problem was the loss 
of some 9,000 seamen of enemy extraction who had been serving on 
British ships, and a reduction in the supply of neutral seamen by 
mobilizations in Holland and Scandinavia, and by the cessation of 
traffic with ports such as Antwerp and Hamburg, where many of 
these men had been signed on. So great, however, was the decline 
in traffic that no very serious shortage was experienced until a 
later period of the war, and all told, the reduction in the supply 
of seamen affected the working of the ships less than the Admiralty 
and War Office demands on the accommodation and facilities of 
the ports. 

The effect of these demands was really serious. Ports such as 
Immingham, Harwich, Dover, Newhaven, and Southampton, 

1 Rear-Admiral H. W. Richmond, The Navy in the War of 1739-48, Cambridge, 
1921, vol. i, pp. 142-3. 


2’ Archibald Hurd, A Merchant Fleet at ee London, 1920, p. 12; H. W. Leslie, 
The Royal Mail War "Book, London, 1920, p. 
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selected as naval or military bases, were at once closed, wholly or 
in part, to commercial traffic, and at others, such as London, Liver- 
pool, and Avonmouth, a large proportion of the berth, dock, and 
warehouse accommodation was set aside for naval or military use. 
Of the closed ports, several were engaged chiefly in the short-sea 
trades, and the Continental traffic was so hard hit by the war that 
their loss could be the more easily borne; but the fine new port 
of Immingham presented great possibilities for ocean traffic, and 
the closing of Southampton was a very serious matter for the liner 
trades, as it was the British terminal of the Union-Castle Line, the 
chief company in the South African trade, and of the main services 
of the Royal Mail Steam Packet Company, the Cunard Canadian 
service, and other important lines. 

All round the coast, too, the requirements of harbour defence 
and of the examination service interfered with the ordinary course 
of navigation. Certain of the channels in the estuary of the Thames 
and elsewhere were closed to merchant shipping, buoys and lights 
were removed or altered ; on the East Coast ships were forbidden 
to leave or enter the ports at night. Further, though no voyages 
were officially prohibited, the power of refusing insurance under 
the State Scheme was used to prevent ships from sailing on those 
considered, from time to time, to be exceptionally dangerous. 
Apart from this control of shipping movements, the necessary 
restrictions on the export of goods in the contraband categories, or 
required for war purposes, hampered the revival of the Continental 
trade. 

There were, of course, many among the ships diverted from the 
Baltic and North Sea, in addition to those bound to Germany 
direct, that were carrying cargoes or part cargoes consigned to 
enemy firms, and such goods, whether contraband or no, were 
able to confiscation. By January 1915 the list of British ships 
whose cargoes, or part thereof, had been seized on suspicion of 
enemy ownership included some 350 vessels. The majority of the 
ships themselves were not detained ; but in some instances serious 
delays were caused. The question of freight, too, gave rise to con- 
siderable difficulties. In condemning the goods, it was the practice 
of the Court to allow, out of the proceeds, the shipowner’s claim for 
freight, and when goods were released on grounds of policy, as to 
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Allied shippers, the owner’s lien was carefully preserved; but 
since the voyage had been interrupted, and the shipping documents 
_ were no longer valid, it was often difficult to determine the amount. 
As a general principle, Sir Samuel Evans, President of the Court, 
laid down that the owner should receive such freight as was ‘ fair 
and reasonable in all the circumstances’, having regard to the 
extent to which the voyage had been made, to any special charges 
incurred, and to the benefit accruing to the cargo from carriage up 
to the moment of seizure. On the other hand, he decided that the 
owners had no legal rights to compensation for any inconvenience 
or delay attributable to the detention and seizure, which must be 
regarded as part of the general burden imposed by a state of war. 
Only in a few instances was compensation authorized in respect of 
exceptional delays, as where a ship was employed as a floating 
warehouse for prize cargo awaiting a more favourable market. 
Such payments were made ew gratia, and it should be added that 
they were authorized expressly on the ground of the ‘ friendly 
co-operation between the owners and the Crown’ and the general 
desire shown by shipowners to assist the Admiralty Marshal in 
disposing of the goods to the best advantage. 

The proportion of shipping affected either by these incon- 
veniences or by the restrictions on the Continental trade was, of 
course, comparatively small; but in addition to the naval and 
military demands on tonnage, man-power, and port facilities, 
there were many consequences of the war that were universally 
felt. On all ocean voyages ships were advised by the Admiralty 
to reduce the brilliancy of the lights shown at night, to abandon 
the normal tracks, to make as much use as possible of territorial 
waters, and to traverse defiles during the hours of darkness. While 
these instructions were well conceived from the point of view of 
safety, they added to the difficulties of navigation, and their 
interpretation often threw a heavy responsibility on the masters. 
To the owner, deviation represented an addition to the length, and 
therefore to the cost of the voyage. 

Running expenses, too, increased appreciably. Insurance 
against war risks had to be paid for, wages advanced, the price 


1 Lloyd’s Reports of Prize Cases, vol. i, The Juno, at p. 189 ; vol. ii, The Cumberland, 
at pp. 192-3; The Iola, at pp. 367-8; The Corsican Prince, at pp. 198-218. 
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of stores rose, and the cost of bunkers was raised both by the great 
Admiralty demand for coal and by the depletion of stocks at the 
bunker depots abroad, due to restrictions on export from Great 
Britain. The liner companies met the situation by imposing all- 
round surcharges on their goods and passenger tariffs, but to the 
tramp-owner the increase in working expenses was a serious matter, 
for the demand for shipping lagged far behind the supply, and the 
position of the owner on the freight markets was very weak. 

This lack of demand arose not so much from any fear of losing 
the goods entrusted to the ships—for the State Insurance Scheme 
covered cargoes as well as hulls, and the actual losses at sea during 
the first two or three months of war were unexpectedly small— 
as from the effects of the universal financial crisis precipitated by 
the war, which proved far more difficult to shake off than the fear 
of capture. Even when the banks and exchanges reopened, it 
inevitably took some time for the commerce of the world to adjust 
itself to the new conditions. At one stroke the seaborne trade of 
Germany, Austria-Hungary, and Belgium had been wiped off the 
commercial map. The whole energies of France were concentrated 
on resistance to the tide of invasion that had already rolled over 
her chief industrial districts. Russian trade was restricted by the 
German command of the entrance to the Baltic, and the closing 
of the Dardanelles,! to the narrow channels provided by the White | 
Sea and Siberian ports. Throughout the whole world shippers 
were compelled to seek new markets to replace those now closed 
to them ; importers were obliged to look for new sources of supply. 
In the long run, the two tendencies to some extent cancelled out ; 
but the necessary readjustments were not to be effected in a week, 
or in a month. 

Nor was this all. The network of international credit was 
too complex and too delicate for even those trades not directly 
affected by the war to escape the consequences of so violent a 
disturbance. The shipment of maize from Argentina was paralysed 
by financial difficulties due to the dependence of shippers on 
German financial houses who were now cut off from their resources, 


* The Dardanelles were not finally closed to traffic till 27 September, but the attitude 
of the Turkish Authorities had from the first been such as to prevent all chartering 
for Black Sea ports. 
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and for some weeks 400,000 tons of shipping suitable for the 
carriage of grain lay idle in the Plate ports. In India the demand 
- for cotton goods was checked by the restriction of credit arising 
from the loss of the German, Austrian, and Belgian markets, and 
the diminution of French purchases. Chinese merchants found 
their capital locked up in the rich cargoes of German liners 
blockaded in Far Eastern ports, and were thus obliged to reduce 
their own orders in Europe and America.1 

These are but a few leading examples of a dislocation that was 
everywhere felt, and was accentuated by the violent fluctuations 
of the foreign exchanges and by the general uncertainty as to the 
probable effect of the war on prices. In the grain markets, 
particularly, the uncertainty as to whether it would or would not 
be possible to ship the balance of the Black Sea surplus rendered 
merchants reluctant to undertake future commitments. It was 
by the difficulty of obtaining cargoes that the volume of trade was 
reduced ; not by the unwillingness of shipowners to send their 
ships to sea, nor by any reluctance of officers and crews to face the 
risks of war. 

The liner services, to whom regularity of sailing was a matter 
both of pride and of vital interest, were naturally the first to 
recover from the shock. Their recovery was, indeed, remarkable, 
when the difficulties under which they laboured are considered. 
As we have already seen, they were especially affected by the 
calling up of the Naval Reserves, and the burden of requisitioning 
fell equally heavily upon them. Their largest and fastest vessels 
were at once taken up as Armed Merchant Cruisers, and the trans- 
port of the Expeditionary Force called for a large provision of 
passenger tonnage. During August the Royal Mail Steam Packet 
Company alone had 10 ships taken, out of 28 vessels of 12 knots 
and upwards in their fleet. Of 13 Cunarders due to sail on 
dates ranging from Ist August to 5th September inclusive, 6 were 
withdrawn to act as cruisers or transports. By the end of August 
every ship of the Canadian Pacific Railway Company’s trans- 
Pacific service had been requisitioned. 

1 See freight market reports and Consular Reports, especially Lloyd’s List, 8, 19 . 
September, 1, 31 October 1914 (Plate), 17 September 1914 (Shanghai), 19 September 


1914 (Rangoon), 29 September 1914 (Calcutta), 12 October 1914 (Hong Kong); Con- 
sular Reports, A.S. 5480, Shanghas. 
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The withdrawal of a big passenger liner announced to sail on 
a scheduled date was no light matter. If possible, dates must be 
kept, approximately if not absolutely, and the requisitioned vessel 
replaced by another unit of the company’s fleet or by a chartered 
substitute. When a substitute had been secured, not only must 
cargo be transferred, but passengers to the number perhaps of 
many hundreds must be warned, equivalent accommodation 
allotted to them in the new ship, and new tickets made out. If 
the day or hour of sailing had been altered, arrangements must 
be made with the railway companies for a corresponding alteration 
in the special trains. Where the port of departure had been closed, 
as at Southampton, inquiries must be made by wire or telephone 
as to the accommodation obtainable elsewhere, and the whole 
business routine rearranged accordingly. Late into the night 
the office staffs worked with feverish energy, and the narrow 
limits within which dislocation was kept bore striking testimony 
to the efficiency of the organization built up by the companies. 
The outward sailings of the North Atlantic lines were run approxi- 
mately to schedule almost from the first ; indeed, of the thirteen 
Cunard sailings already referred to, eight were performed by the 
original or a substituted vessel on the date announced, and three 
others after a short delay. The passenger sailings of the Royal 
Mail to South America were resumed with the departure of the 
Alcantara on 28th August, the operations of the line being trans- 
ferred from Southampton to London and Liverpool; and by the 
beginning of September the majority of the big companies in the 
Indian, Far Eastern, Australasian, and African trades were able 
to announce sailings on more or less normal lines. 

For tramp shipping, recovery was a slower process. The 
cancellation of charters on the outbreak of war, the suspension of 
all chartering for the Black Sea and Baltic, and the great all-round 
diminution in Continental business hit the tramp-owner very hard. 
Especially severe was the blow to the coal trade, which had pro- 
vided the tramps with the bulk of their outward cargoes. In 
August 1913 Germany, Russia, and Belgium had taken between 
them 1,716,000 tons, nearly 30 per cent. of the total shipments, and 
the sudden wiping out of this demand threw a large amount of 
tonnage on to the owners’ hands. Further, with a view to con- 
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serving Admiralty stocks and preventing contraband traffic, 
drastic restrictions were at first placed on all exports to neutral 
~ countries in Europe, and though these were lifted on 20th August, 
the effect of the embargo outlived its removal. Since the Plate 
ports were already over-supplied with tonnage, the bulk of the 
surplus shipping thrown on the market at the outbreak of war 
found its way to ports in the United States or to South Wales, and 
by the time the coal embargo was removed, the accumulation of 
shipping at the Welsh ports was far greater than could be readily 
absorbed. 

North America, too, was glutted with tonnage. Although the 
shipments of grain rose in September to a very high figure, the 
liners were able to take care of a large proportion of the traffic. The 
situation was somewhat eased in the latter part of August by large 
exports of coal from Newport News to Italy and South America, 
where the restriction on shipments from the United Kingdom had 
created a scarcity, but this was only a temporary alleviation, and 
was quite outweighed by the total extinction of cotton chartering 
due to the financial crisis and the stoppage of the Continental mills 
—the liners proving quite equal to the satisfaction of the British 
demand.1 

In these circumstances, tramp-ship owners were practically 
at the mercy of charterers. ‘They, like the liner companies, had at 
first attempted to cover by an advance in freights the increase in 
running expenses arising from the war. Indeed, the high freights 
demanded appear to have had some effect, in certain directions, in 
checking the revival of trade. Within two or three weeks, however, 
the existence of a great volume of surplus shipping, and especially 
the accumulation of tonnage on the Welsh and North American 
markets, began to tell against the shipowner, and freights fell 
rapidly to a level which left only a bare margin on the running of 
the vessels, or even involved an actual loss. In Indian waters 
a shortage of tonnage arising from the interruption of sailings from 
Europe and the taking up of a large number of steamers as trans- 
ports was reflected in high freights, and in some other quarters 
similar conditions produced similar results ; but the majority of 


1 Lloyd’s List, 15 September 1914; Morning Post, 24, 29 August 1914; Consular 
Reports, A.S. 5548, Savannah. 


48 THE SHOCK OF WAR 


fixtures in the Atlantic and general trades were so unremunerative 
that many shipowners began to contemplate laying up their ships, 
on arrival, till the demand should again become effective. 

But for the demands of the Transport Department the position 
must have been much worse, and so far from requisitioning being 
felt as a burden, the chance of naval or military employment was 
eagerly welcomed by many owners, even though the conditions of 
such employment remained for some weeks unsettled ; but by the 
time those conditions were determined the situation had again 
changed, and this time in favour of the shipowner. The removal 
of the coal embargo was followed by a smart recovery in exports ; 
the British imports of grain from North America remained at 
a high level; heavy purchases of sugar were made in Java and 
the West Indies, to replace the supplies of Continental beet ; and 
with the passing of the initial financial crisis, the shipment of 
maize from the Plate went forward steadily. With so much 
tonnage withdrawn from commercial employment, the effect of 
this reviving demand was speedily felt, and by the end of October 
the tendency of the freight markets was distinctly in an upward 
direction. Before following the course of freights, however, it is 
necessary to say something of the scheme of State Insurance which 
enabled the revival of demand to make itself effectively felt, and 
of the terms granted to the owners of requisitioned ships. 


CHAPTER IV 
THE STATE INSURANCE SCHEME 


SEVERE as was the shock to the freight markets, we have seen 
that the outbreak of war produced no general paralysis of British 
shipping. In the light of subsequent experience during four and 
a half years of persistent attack on commerce, as persistently 
defied, it is difficult to realize how great an achievement this 
involved, or how real and acute was the danger of an initial break- 
down. It had been confidently predicted for many years before 
the war that such a break-down would follow immediately on the 
outbreak of hostilities, and in order to understand how narrowly 
the danger was escaped, it is necessary to examine the ground of 
these widespread apprehensions. 

The chief threat to British shipping, according to some late 
nineteenth-century writers, was the immunity bestowed by the 
Declaration of Paris on belligerent goods in neutral bottoms. 
This, they considered, would lead to so marked a preference being 
given by shippers to neutrals that British owners would be unable 
to obtain cargoes and would hasten to sell their ships to neutral 
purchasers. In support of their contentions they cited the 
experience of the American Civil War, when, as a result of the 
depredations of Confederate cruisers, no fewer than 751 ships, 
representing about one-fifth of the foreign-going tonnage under the 
American flag, were transferred to British register in the course of 
four years. 

It seems that at one time some leading British shipowners did 
actually contemplate taking this course in the event of war. They 
appear to have anticipated little difficulty in obtaining a subse- 
quent re-transfer of the vessels ; but the critics of the Declaration of 
Paris pointed out that a carrying trade once lost was not so easily 
regained, and that a wholesale transfer of shipping as the result 
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of war might prove the death-blow to British supremacy at sea. 
The whole idea was, in point of fact, fantastic. The transfer of 
modern shipping—especially of liner fleets—on so vast a scale 
presented insuperable practical difficulties, and it was quite 
certain that a strong belligerent would refuse to recognize bogus 
transfers, or even bona-fide sales effected for the sole purpose of 
escaping capture. In denying the validity of such sales, Article 56 
of the Declaration of London was merely giving expression to 
the view already taken by all leading international jurists. Even 
when the proposal was first mooted, the weight of expert opinion 
was altogether against the possibility of any large proportion of 
British shipping finding shelter under neutral flags. On the other 
hand, it was always evident that neutral shipping itself was 
incapable of taking over the enormous volume of trade carried in 
British ships. The supply of the United Kingdom with food and 
raw materials must therefore depend on the ability of British 
shipping to maintain its own normal activities.1 

Had any large proportion of British shipping been laid up for 
some months after the outbreak of war, either through the in- 
adequacy of naval protection or through financial difficulties, 
many owners would, no doubt, have attempted to sell their ships 
abroad. It may, however, be regarded as certain that the sales 
actually effected would have comprised only a small part of the 
tonnage on the Register, and would have been insufficient to 
enable even the minimum requirements of the country to be satis- 
fied by cargoes under neutral flags. In the events which happened, 
the only important transfers that took place during the first 
twelve months of hostilities were of vessels the beneficial ownership 
of which was already in foreign hands. 

The legal position relating to the ownership of British ships 
was somewhat anomalous. According to the Merchant Shipping 
Acts, no foreigner could own a vessel on British Register ; but under 
British Company Law, any company incorporated in the United 


* Vice-Admiral P. H. Colomb, Hssays on Naval Defence, 2nd ed., London, 1896, 
Chap. VI (written in 1887); Article on ‘ Naval Defence’, in Edinburgh Review, October 
1888; J. Russel Soley, ‘The Effect on American Commerce of an Anglo-Continental 
War ’, in Scribner's Magazine, vol. vi, no. 5, November 1889 ; Sir George Clarke (now 
ee acnheey and James R. Thursfield, The Navy and the Nation, London, 1897, 
Pp. thi. 


SHIPS OWNED ABROAD 51 


Kingdom was regarded as possessing, for all practical purposes, the 
status of a British subject. Many foreign firms and corporations 
had taken advantage of this fact to acquire a controlling interest 
in British shipping companies, or to create subsidiary companies in 
the United Kingdom, for the purpose of running ships under the 
British flag, and such vessels were accorded all the privileges and 
were subject to all the obligations of British ships. The Board of 
Trade, however, claimed a right to cancel the registry of any ship 
not bona-fide British owned, and in 1902, when the International 
Mercantile Marine Company of New Jersey acquired a controlling 
interest in the White Star, Atlantic Transport, Leyland, and 
Dominion Lines, the Board used this threat to obtain an agreement 
providing that the original companies should be kept alive, with 
a majority of British subjects on their directorates.1 

There were, in fact, several ships on the Register, the real 
owners of which were German subjects ; but no attempt was made, 
at the outset of the war, to confiscate these ships or to prevent 
them from trading, subject to satisfactory guarantees against 
remittances by the British to the German companies. The Presi- 
dent of the Prize Court, however, expressly reserved his opinion as 
to the obligation of the Court to recognize the British nationality 
of the vessel. At a later date the House of Lords decided that, 
where the operations of a company incorporated in Great Britain 
were completely controlled from Germany, its enemy character 
might be assumed, and following this decision the Prize Court 
condemned two or three vessels whose status was affected.” 

A more serious problem was that of the numerous vessels run 
by subsidiary companies in the United Kingdom for the Standard 
Oil Company, the United Fruit Company, and other American 
Corporations. In all, it was calculated that about 180 steamers, 
with an aggregate tonnage of 860,000 gross, might be affected,’ 
and as such ships were liable both to capture by the enemy and 
to requisition by the British Government, there was, undoubtedly, 
a strong inducement to take advantage of the new law admitting 
foreign-built vessels to United States registry. During the first few 


1 Sir Douglas Owen, Ocean Trade and Shipping, pp. 60-1. 

2 Lloyd’s Reports of Prize Cases, vol. ii, The Tommi and Rothersand, at p. 41; The 
Poona, at pp. 303-4; vol. v, The T'udno, pp. 198-212 ; The Michigan, pp. 421-3. 

3 The Times, 20 August 1914. 
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weeks of the war, over a score of steamers, aggregating some 100,000 
tons gross, were actually transferred by the United Fruit Company 
from their subsidiary, the Tropical Fruit Steamship Company of 
Glasgow, to single-ship corporations in the United States, and the 
United States Steel Corporation formed the United States Steel 
Products Company to take over nine vessels hitherto run under the 
British flag.1 

Many American owners were, however, unwilling or unready 
to run their ships under the United States flag, and before the 
transfer of tonnage reached serious proportions, the danger had 
been met by a measure of more general application to which we 
shall refer later.2, Apart from these transfers to the United States 
flag, there were few sales of shipping to foreigners during the first 
six months of the war, as the dislocation of trade and the conse- 
quent slump in freights discouraged the Scandinavian and other 
buyers who formed the normal market for second-hand tonnage. 

The real danger had always been, not the likelihood of any 
large proportion of British shipping passing under other flags, but 
the probability of a general paralysis of its activities, temporary, 
but uncertain in duration. Only a few months before the crisis 
of August 1914 an eminent authority had written that, in the 
event of war, ‘The world’s commerce will be instantaneously 
held up, wherever to take or keep the sea will involve the risk of 
capture or destruction ’, and again, ‘ The outbreak of war will be 
immediately followed by the holding up of a very large proportion, 
perhaps most, of the wheat on the way to us ’.? 

These apprehensions were based on the admitted facts that no 
degree of naval protection could secure immunity from loss and 
that the risk run by the individual ship could not be accurately 
measured, Risks, indeed, were inseparable from the shipping 
industry, as.may be seen by a glance at any marine insurance 
policy, with its formidable list of ‘ Adventures and Perils which we 
the Assurers are content to bear and do take upon us in this 
Voyage’; but long experience had enabled them to be computed 
with reasonable accuracy, and they could consequently be covered 


1 Lloyd’s List, 12 September 1914; Lloyd’s Register Book, 1914-15, 1915-16. 
2 See p. 123 post. 
3 Sir Douglas Owen, Ocean Trade and Shipping, pp. 207, 217, 
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by insurance at a moderate premium. With war risks it was not so, 
and from the majority of modern policies all consequences of 
hostilities were expressly excluded. 

This aversion of the insurance markets to war risks was a 
modern development, and arose from the fact that the conditions 
of warfare had changed so greatly since the introduction of steam 
as to render past experience worthless in the computation of risks, 
while the value of individual ships and cargoes had increased so 
enormously that miscalculation might well be ruinous in its con- 
sequences. For the same reason there was little likelihood of the 
shipowners running their vessels uninsured. A single total loss 
would put the small owner out of business, and even to the big 
liner companies the loss of two or three uninsured vessels would 
have consequences which the Directors, as trustees for the share- 
holders, could hardly be expected to face. 

Even if the ships continued to run, it was doubtful whether 
they would obtain cargoes. The transactions engaged in by 
modern merchants were enormously greater, in relation to the 
amount of their own capital, than in the eighteenth century, and 
neither buyer nor seller could have bridged the gap between the 
delivery of the goods at the port of shipment (or their placing on the 
rail thereto) and their receipt by the consumer, but for the assis- 
tance of the great banking and financial houses, who were willing, 
for a consideration, to ‘ finance the goods in transit ’, that is to say, 
to advance the purchase price, on the security of the shipping 
documents. Of these shipping documents the policy of marine 
insurance was an essential part ; but from the policy on the goods, 
as from the policy on the ship, war risks were excluded, and in the 
absence of insurance against war risks, even the great resources of 
the financial houses would hardly permit them to undertake the 
venture. 

There was thus a grave danger that the movement of British 
shipping would be brought to something like a general standstill 
by the outbreak of war. The hold-up would, no doubt, be tem- 
porary, for public spirit or the prospect of high profits would pro- 
bably induce a few of the richer shipowners and merchants to 
run their own risks, and as soon as experience provided any reason- 
able criterion as to the measure of those risks, insurance facilities 
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would gradually become available. Even a temporary hold-up, 
however, held possibilities of incalculable disaster. The whole 
internal economy of the United Kingdom was based on the expecta- 
tion of a continuous, regular stream of supplies; the stocks of 
many essential foodstuffs and raw materials normally held in the 
country were insufficient for more than a few weeks’ supply, and a 
paralysis of shipping lasting for even a couple of months must 
inevitably lead to a serious real shortage, and an even more serious 
shortage due to panic buying and hoarding. 

It was obvious too that, especially in the earlier stages of 
recovery, the premiums on both ships and cargoes were likely to 
be fluctuating and high, rendering forward contracts difficult and 
adding greatly to the cost of all imported commodities. In the 
days of sail, premiums had frequently risen, in the more dangerous 
trades, to 12 or 15 per cent. with convoy and 20 per cent. without,? 
and the effect of such an advance would be more serious now that 
so large a proportion of the imports consisted of the necessaries of 
life, than in the eighteenth century, when they were composed 
mainly of luxury goods. 

For these reasons, Admiral Sir George Tryon and other 
eminent authorities on naval warfare had urged long before the 
war that the State itself should undertake the insurance of war 
risks.? In 1905 the Royal Commission on the supply of Food and 
Raw Material in Time of War strongly recommended the adoption 
either of a system of State Insurance or a gratuitous guarantee of 
indemnification, and in 1907 a Treasury Committee, under the 
Chairmanship of Mr. Austen Chamberlain, was formed to consider 
the recommendations of the Commission. 

This Committee reported, in 1908, adversely to either scheme. 
The evidence given before them suggested that some, at least, of 
the leading underwriters were confident that the market would be 

* See Report of the Royal Commission of Supply of Food and Raw Material in Time 
of War. Cd. 2643, 1905. 

2 Clarke and Thursfield, op. cit., p. 112. J.T. Danson, Our Next War in its Commer- 
cial Aspect, London, 1894, gives tables of premiums for 1805, 1808, and 1810-16, based 
on an examination of underwriters’ books for those periods. These show cargo premiums 
(including marine risk) ranging up to 25 and 30 per cent. on the more dangerous routes, 
and in extreme instances to 50 per cent. See also George Chalmers, An Estimate of the 
Comparative Strength of Great Britain, new edition, London, 1804, pp. 308-10. 


° Clarke and Thursfield, op. cit., pp. 105-17; Colomb, Essays on Naval Defences, 
oc. Cit. 
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able to bear the strain of war, and apart from this uncertainty as 
to the necessity of State support, the Committee were unable to 
form any idea as to the extent of the liability which the State would 
have to undertake, or to devise any working machinery that would 
give adequate guarantees against fraudulent claims.1 

During the period which elapsed between the signing of this 
report and the outbreak of war, the situation underwent a very 
important change. In the first place, the reluctance of the under- 
writers to carry this class of risk became more clearly marked. 
In the second place, the principle of mutual insurance against war 
risks was developed by the shipowners to an extent and in a 
manner that not only emphasized the danger of a hold-up but 
suggested the means by which that danger might be overcome. 

So early as 1898 the North of England Protecting and Indem- 
nity Association had established a separate class for mutual 
insurance against war risks; but it was not till 1913 that its 
example was followed by the formation of the Liverpool and 
London War Risks Association Ltd., and the London Group of 
War Risks Associations.2 Between them these three organizations 
covered about 70 per cent. of the steamers engaged in foreign 
trade, and their existence and regulations profoundly modified the 
whole problem of maintaining the flow of shipping in the event 
of war. 

The main object of the Associations was to cover the risks 
run by British ships, as neutrals, in a war between two foreign 
Powers, risks illustrated by the loss of the Knight Commander 
and other vessels in the Russo-Japanese War. The shipowners 
were no more able or willing than the underwriters to face in 
anticipation the incalculable risks of voyages undertaken during 
a war to which Great Britain was a party ; but it was a term of the 
policy that, in the event of war being declared by or against Great 
Britain, ships then actually at sea should be held covered until 


1 Report of Committee on National Guarantee for the War Risks of Shipping, Cd. 4161, 
1908 ; Minutes of Evidence and Appendices, Cd. 4162, 1908. 

2 The London Group comprised: The Britannia Steam Ship Insurance Association, 
Ltd.; The London Steam Ship Owners’ Mutual Insurance Association, Ltd.; The 
Newcastle War Risks Indemnity Association, Ltd. ; The Standard Steam Ship Owners’ 
Mutual War Risks Association, Ltd. ; The Sunderland Steam Ship Mutual War Risks 
Association, Ltd.; The United Kingdom Mutual War Risks Association, Ltd.; The 
West of England Mutual War Risks Association, Ltd, 
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their arrival at the nearest port, British or neutral, in which it was 
safe to lie. Thus the effect of the policy was rather to increase than 
to diminish the danger of shipping being held up abroad at the 
outset of a war. 

On the other hand, the existence of the Clubs provided the 

means of overcoming the two main difficulties that had daunted 
the Treasury Committee. It enabled the values on risk to be 
accurately estimated, and it provided a workable machinery for the 
settlement of claims. The time was obviously ripe for further con- 
sideration of the problem, and on 7th May 1913 the Prime Minister 
(Mr. Asquith) appointed a Sub-Committee of the Committee of 
Imperial Defence, under the Chairmanship of the Rt. Hon. 
F. Huth Jackson, a Director of the Bank of England, 
‘to consider, without prejudice to the question of policy, whether an 
administratively practicable scheme can be devised for submission to 
His Majesty’s Government, which will secure that, in case of war, British 
steamships shall not be generally laid up, and that oversea commerce shall 
not be interrupted by reason of inability to cover the war risks of ships and 
cargoes by insurance, and which will also secure that the insurance rates 
shall not be so high as to cause an excessive rise of prices’. 


It was a term of the reference that ‘ any scheme prepared must be 
on the basis of reasonable contributions being paid by the owners 
of ships and cargoes towards the cost of insurance’. The Com- 
mittee was composed of men of great note in the shipping and 
marine insurance world, and one of its members was Sir A. Norman 
Mill, who was not only Secretary of the Liverpool Steam Ship 
Owners’ Association, but Secretary and Manager of the Liverpool 
and London War Risks Association.! 

In a Memorandum drawn up for the guidance of the Committee 
by Sir H. Llewellyn Smith, Secretary to the Board of Trade, it 
was suggested that the insurance of hulls should be dealt with 
entirely through the shipowners’ War Risks Associations, and 
from the first the Sub-Committee proceeded on the assumption 
that the full co-operation of the Clubs was an essential factor of 
any practicable scheme. Thanks to Sir Norman Hill, they were 


* The other members of the Committee were: Lord Inchcape, Chairman of the 
Peninsular and Oriental Steam Ship Company ; Sir Raymond Beck, Deputy-Chairman 
of Lloyd’s; and Mr. Arthur Lindley, a prominent Average Adjuster. The Secretary 
was Captain M. P. A. Hankey (now Lt.-Col. Sir Maurice Hankey), Secretary of the 
Committee of Imperial Defence. 
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able, not only to base their financial calculations on figures supplied 
by the Clubs, but to adapt their draft scheme to the Club rules, 
- and to base it on an actual partnership between the Clubs and the 
State in the business of hull insurance. This scheme was submitted 
to Mr. J. Stanley Todd, Secretary to the North of England 
Association, Mr. H. R. Miller, Secretary of the London Group, and 
Mr. C. W. Gordon, President of the Chamber of Shipping, and was 
finally embodied in a report presented to the Government on 30th 
April 1914. As regards hulls, its principal provisions were, briefly, 
as follows : 

Policies. 'The Government should make arrangements with 
the existing War Risks Associations to extend their standard forms 
of policy to cover King’s enemy risks on all voyages current at the 
outbreak of war, up to the safe arrival of the vessel at her original 
port of destination, and for ten clear days thereafter. They should 
also make arrangements with these Clubs, or with any similar 
bodies approved by the State, to issue policies in an approved 
form, covering similar risks on all voyages undertaken after the 
outbreak of war. 

Warranty. All such new policies were to contain a warranty 
that the vessel would not start on any voyage prohibited by the 
Admiralty, and would obey orders given by the Admiralty as to 
routes, ports of call, and stoppages. The policy should not, how- 
ever, be voided by disobedience to such orders, if the owners could 
satisfy the Committee of the Club that such disobedience happened 
without privity or default on their part. 

Losses. The State should reinsure 80 per cent. of all war risks 
under these approved policies, and bear four-fifths of the loss on 
any voyage either current at the outbreak of war or subsequently 
undertaken. The remaining one-fifth of the risk should be borne 
by the Clubs. 

Premiums. No premium should be charged on policies covering 
voyages current at the outbreak of war. On all subsequent voyages 
premiums should be charged at a rate to be fixed from time to 
time by the State. A Board of Experts should be appointed to 
advise the State as to rates and variations of premiums. Four- 
fifths of all premiums received should be taken by the State and 
one-fifth by the Clubs. 
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Values. The basis of values should be that accepted for income- 
tax purposes, that is to say, the first cost of the vessel without 
allowance for alterations or additions, less depreciation at the rate 
of 4 per cent. per annum, but without any minimum limit per ton. 

Management. Apart from the fixing of premiums, the manage- 
ment of the scheme should be vested in the Clubs ; but each Club 
and its constitution should previously be approved by the State, 
and the State should be represented on the Committee of each 
Club. All claims should be dealt with and settled by the Com- 
mittee of the Club in which the vessel was entered; but in the 
event of the State’s representative objecting to a proposed settle- 
ment, the liability of the State under the policy of reinsurance 
should be settled (failing agreement to resort to arbitration) by 
the Courts of Law. 

All expenses of management were to be borne by the Clubs. 

Settlement of Claims. In the event of loss by destruction or 
capture, the liability of the State should be discharged by three 
equal instalments at six, nine, and twelve months from the date of 
loss or capture, with interest at the rate of 4 per cent. per annum. 

Applicability. The scheme should apply only to vessels 
registered in the United Kingdom and entered in the Clubs. 

In respect of Cargoes, it was necessary to make different 
arrangements, inasmuch as there was no existing organization | 
through which the scheme could be worked. The Committee sug- 
gested, therefore, that a State Insurance Office should be opened 
for the insurance against war risks of cargoes shipped after the out- 
break of war, the State running the whole risk and taking the whole 
premium on cargoes insured with such office. It was suggested 
further, that the value for which the goods were insured against 
marine risks should be adopted as the basis of the insurance, pro- 
vided that the marine policies were effected with approved and 
reputable underwriters or insurance companies. State insurance of 
cargoes actually afloat at the declaration of war was considered 
unnecessary, as the insurance of the ships secured delivery of the 
goods, and it was believed that the market could take care of the 
risks. On the other hand, the Committee felt it impossible to 
restrict the State insurance of cargoes to British-owned goods, as 
many cargoes changed hands more than once in the course of a 
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voyage, and it was often difficult to say who was the owner, at any 
given moment, of a cargo afloat. Further, the importance of the 
- cross-voyages between foreign ports was so great, both financially 
and as a factor in the supply of the United Kingdom itself, that it 
was impossible to exclude from the benefits of State insurance 
either the ships engaged in such voyages or their neutral cargoes. 
The Committee proposed, however, that State insurance should 
be strictly confined to the cargoes of ships entered in the approved 
Associations, and thus brought under the control of the State as 
regards their voyages. 


In estimating the total liability thus to be undertaken by the 
State, the Committee assumed a loss of 5 per cent. on the tonnage 
actually engaged in foreign trade at the outbreak of war, and a 
further loss of 5 per cent. of the remaining tonnage during the first six 
months of the war. On this basis, the estimated liability worked 
out at £8,367,000 on hulls and £8,000,000 on cargoes, or £16,367,000 
in all. Of the hull losses £3,460,000 would be on voyages in respect 
of which no premium was received ; but the Committee estimated 
that, provided the normal rate of sailings were maintained, the 
whole of the remaining losses would be covered by an average 
premium of 1 per cent. per voyage both on hulls and on cargoes. 

Although this report had been presented on 30th April, it had 
not yet received the assent of the Government when the European 
crisis arose. In fact, the Managers of the War Risks Associations 
were informed, so late as 30th July, that it was not proposed, at any 
rate for the present, to bring the scheme into operation. As the 
crisis developed, it soon became apparent that the dangers against 
which the scheme was intended to guard were by no means 
imaginary, and on 4th August, when the markets re-opened after 
the Bank holiday week-end, war-risk premiums on cargoes rose to 
10 and even 15 per cent. By this time, however, the position had 
been secured. The Managers of the Associations, whose anxiety 
was acute, had been in constant touch with the Government, and 
at midnight on Sunday, 2nd August, they were informed that the 
Government had decided to adopt and act on the Sub-Committee’s 


1 Report of a Sub-Committee of the Committee of Imperial Defence on the Insurance of 
British Shipping in Time of War, Cd. 7560, 1914. 
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Report. On 3rd August the Board of Trade initialed a slip, pro- 
visionally covering the hulls of the entered vessels on the basis of 
the forms of policy scheduled to the report; on 4th August the 
scheme was adopted by the committees of the Associations. On 
the same day the report was published in the press and submitted 
to Parliament, and on 5th August, the first day of the war, the 
State Insurance Office for cargoes was opened. By 6th August, 
practically all the liner companies that had hitherto run their own 
risks had joined one or other of the three great approved Associa- 
tions. The agreements necessary for giving effect to the scheme 
were speedily executed, and the necessary financial sanction was 
subsequently given by the Government War Obligations Act, 
which received the Royal assent on 27th November 1914.1 

The scheme as thus adopted differed only very slightly from the 
recommendations of the Sub-Committee. The chief modifications 
were as follows : 

Warranty. The warranty as to obedience to Admiralty orders 
was extended to all Government orders, though with the full 
benefit of the proviso as to breaches committed without knowledge 
or default of the owners. 

Values. In the original agreement between the Government 
and the Associations, the actual entered value of the ships was 
taken as the basis of insurance ; but this was subsequently modi- 
fied to agree with the Sub-Committee’s suggestion—first cost less 
depreciation at 4 per cent.—with a minimum, however, of 30s. per 
gross registered ton. : 

Settlement of Claims. While the Committee’s recommendation 
was accepted as to dates of payment under the policy, it was 
arranged that, as between the Associations and the State, a run- 
ning account of premiums and losses should be kept and the balance 
settled quarterly. It was also agreed that, while the Associations 
should pay all ordinary expenses of management, the State 
should bear a rateable proportion of all expenses incurred in con- 
nexion with the settlement of claims.? 


* 5 Geo, V, c. 11. Manual of Emergency Legislation Supplement No. 2, pp. 17-18. 

* Texts of the agreements and policies were issued in a Parliamentary Paper, Text 
of Agreements made between His Majesty's Government and the War Risks Insurance 
Associations, Cd. 7838, 1915. They are also printed, together with form of cargo policy 
and Explanatory Memorandum as to Cargo Insurance, in the Manual of Emergency 
Legislation, Supplement No. 3, pp. 413-56. 
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As regards the rate of premium, the Sub-Committee had 
recommended the fixing of differential rates for hulls, correspond- 
‘ing to the varying degree of risk on voyages in different zones. 
They considered, however, that the cargo premium should be a 
flat rate applicable to all voyages, as this would greatly simplify the 
administration of the scheme on the cargo side, and it would always 
be open to merchants to cover goods on the safer routes in the open 
market. They recognized, of course, that this would inevitably 
lead to the State getting the worse and the market the better 
risks; but so long as the scheme ensured the maintenance of 
supplies by keeping down premiums to a reasonable level, this was 
not regarded as a valid objection to the proposal. For both hull 
and cargo rates, they proposed a maximum of 5 and a minimum of 
I per cent. 

In practice the Advisory Board appointed by the Board of 
Trade, under the Presidency of Sir Douglas Owen, decided to apply 
the flat-rate basis to hulls as well as to cargoes. The comparative 
degree of danger on different voyages was not easy to estimate, and 
the Board felt that any apparent injustice in the operation of a flat 
rate was outweighed by its advantages in simplicity. For hulls, 
the rate was originally fixed at 14 per cent. for a single trip or 
2% per cent. for the round voyage. For cargoes, in respect of 
which it was assumed that the markets would absorb a large 
proportion of the safer risks, the rate was fixed at 5 guineas 
per cent., a rate which was rapidly reduced as the real measure 
of the risks became apparent.1 

Such were the measures adopted to meet the danger of a 
paralysis of shipping at the outbreak of war. It will be observed 
that the fundamental basis of the whole scheme was the partner- 
ship between the State and the War Risks Associations. It was 
this that enabled values to be accurately fixed, and the liability of 
the State to be estimated. It was by the skilled and experienced 
Managing Committees of the Clubs that the State was relieved of 
the whole task of administration. It was the financial interest 
of the Clubs in the success of the scheme, and the presence of 
Government representatives on the Committees, that gave the 


1 Premiums on cargoes were always quoted in guineas, the odd shillings representing 
the brokers’ commission. 
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necessary assurance against over-valuation or fraudulent claims. 
It was the control over the movement of the ships given by the 
warranty in the policies that rendered it possible for the State to 
undertake the insurance of cargoes. 

The right of the Government to refuse insurance on voyages con- 
sidered undesirable in the national interest, or unduly dangerous, 
was an integral part of the scheme, and was used effectively for 
the control of shipping; but it was a still more essential object 
of the scheme to secure the fullest possible flow of trade, and this 
obligation was fully appreciated by the Associations. Immediately 
on the adoption of the scheme they sent out to their members an 
appeal to keep their ships running wherever it was possible to do 
so without incurring unreasonable risk, and the response to this 
appeal was altogether satisfactory. Once the scheme had got into 
working order, it may fairly be said that there was no holding-up 
of British shipping other than that due to the general financial 
dislocation or to Admiralty instructions in respect of particular 
voyages. 

So manifest were the advantages of the scheme that, apart 
from questions of detail, little express criticism was ever directed 
against it. In the discussion of shipping problems, however, it was 
frequently implied, especially when the limitation of freights and 
profits was under consideration, that by accepting liability for 
war risks the State had shown an undue tenderness to the 
interests of the shipowner, or at least had bestowed on the shipping 
industry an uncovenanted mercy which justified the application 
to that industry of special measures of profit restriction. 

To take this view of the State Insurance Scheme is to ignore 
both the peculiar position of shipping in the war economy of the 
nation and the terms of the scheme itself. The questions of State 
Control of Shipping and of freight and profit limitation raise, of 
course, much broader issues; they may and must be argued on 
other grounds ; but the allegation that the State Insurance Scheme 
was a national gift to the shipowners will not bear examination. 
It is perfectly true that one effect of the scheme was to save the 
shipping industry from losses which, whatever their aggregate 
amount, must have been ruinous to individual owners. This, 
however, was not its main object. That object was to secure the 
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maintenance of supplies. Had shipping as a whole been laid up 
through lack of insurance facilities, the consequences would have 
‘been felt not only by the shipowners but by every inhabitant of 
the British Isles. The suggestion that State Insurance was adopted 
merely for the benefit of the shipowners illustrates the same 
confusion of ideas as the suggestion, also repeatedly made during 
the war, that shipowners enjoyed in some special degree the bene- 
fits of naval protection. It was admittedly one function of the 
navy to safeguard the passage of British merchantmen ; but it 
would be ludicrous to suppose that the maintenance of naval 
forces for trade protection was dictated by the interests of one 
particular industry. It was necessary to protect the ships because 
their safe arrival was a matter of life and death to the nation as 
a whole, and it was for the same reason that the State now gave 
its financial backing to the scheme that ensured their running. 
That such a scheme was necessary was due to the fact that the 
protection afforded by the navy to shipping was inevitably less 
complete than that enjoyed by other British industries. The Navy 
could and did safeguard the factories of Great Britain from the 
fate of those of Belgium and North-Eastern France ; it could only 
minimize, it could not eliminate, the risks which the ships must 
run daily in order that the British people should be saved from 
starvation. 

Further, though this was often ignored in discussion, the direct 
benefits of State Insurance were not confined to the shipowners, 
but were shared equally by the owners of all cargo carried on 
British ships. Here again, though it was the merchant or financier 
for whose immediate benefit the insurance was effected, the real 
object of the scheme was to secure the public against the inflation 
of prices by extravagant premiums, and above all, by ensuring the 
financing of goods in transit, to ensure the flow of supplies. 

It would thus have been possible to justify the scheme as a 
measure for the protection of essential national interests, even had 
the direct benefits it conferred on the shipowners been a net charge 
on the national exchequer. In fact, however, the scheme had an 
actuarial, not a subsidy basis. The premiums paid by the ship- 
owners were, no doubt, lower than would have been demanded in 
the open market, but they were based on a reasoned expectation 
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of loss, and if the proportion of the claims for which the War 
Risks Associations were responsible exceeded the proportion of 
premiums received by them, it was by calls on the shipowners 
themselves that the deficiency was to be made good. We 
shall see, in fact, that while the State, in the long run, made 
a handsome profit out of the combined working of the hull and 
cargo schemes, the Clubs were obliged to make good, by heavy 
calls on their members, a large deficiency in hull premiums. 


Admirably as the scheme worked from the first, it was only 
natural that experience should suggest directions in which it might 
profitably be varied or extended, and within the first few weeks of 
the war, two or three important modifications were made in its 
provisions. The first of these related to ships registered in the 
British Dominions and Possessions oversea. These were not 
originally included, as the financial calculations on which the 
scheme was based referred only to vessels registered in the British 
Isles; but the number of steamers on Dominion or Colonial 
Register engaged in ocean trade was comparatively small, and no 
great additional liability was incurred when, on 6th August, they 
were brought within the scheme, subject to joining one of the 
approved Associations. 

Another class of vessel originally excluded was brought within 
the scope of the scheme a few days later. Although the sailing 
trade was a minor factor in the maintenance of supplies, the larger 
sailing vessels brought in cargoes, especially cereals, of considerable 
importance ; and as the owners were unable to obtain cover on 
the open market, the Government agreed, as from 14th August, to 
reinsure 60 per cent. of the risk on vessels entered in the sailing 
ship owners’ War Risk Association, in respect of voyages current 
at the outbreak of war. Further than this they would not go 
until satisfied by experience that the sailing trade could be 
usefully maintained under war conditions. By December 1914 
they were sufficiently convinced of this to extend the reinsurance 
to new voyages ; but in view of the comparatively small amounts 


1 Agreement between the Government and the War Risk Association, Ltd., Manual 
of Emergency Legislation, Supplement No. 4, pp. 272-80. The schedule to the agreement 
aoe 104 sailing vessels of 1,000 tons gross and upwards then at sea, and 19 smaller 
vessels. 
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involved they accepted liability only for 60 per cent. of the entered 
value, or any excess over £4,000, whichever might be the smaller. 
It was not until March 1915 that they agreed to the cargoes of 
sailing vessels being insured by the State Office. The premiums 
were then fixed at double those paid on steamer cargoes, a provision 
fully justified by the greater length of time the goods were on risk.? 

At the same time that sailing vessels were first brought within 
the scope of the scheme, the Government made a concession of 
great importance to the owners of coasters and short sea traders. 
Owing to the large number of voyages made annually by these 
vessels, a voyage premium of 1+ per cent. represented a much 
heavier burden to their owners than to those of ocean-going ships, 
and as the existing War Risk Clubs were dominated by the ocean- 
going interests, the short sea traders held a meeting in London, on 
10th August, to discuss the formation of a separate association for 
the purpose of pressing their claims to assistance. This step, 
however, proved to be unnecessary. The Coastwise and Short Sea 
Voyage Section of the Liverpool Steam Ship Owners’ Association 
had already represented to the Board of Trade that it was practi- 
cally impossible for the owners of coasters to avail themselves of 
the scheme on a basis of voyage premiums, and on 13th August, 
three days after the London meeting, the Government announced 
that the Clubs had been authorized to issue time policies, covering 
war risks on hulls for a period of three months (ninety-one days), at 
a premium of 24 per cent., the cost of insurance for a single round 
voyage. Further, if a time-insured ship were at sea on the 
expiration of the policy, she was to be held covered, at a pro rata 
premium, until thirty days after her arrival at a safe port.’ 

The effects of this concession were of great importance. Not 
only did it enable the short sea traders to avail themselves of the 
scheme : it went far to equalize the incidence of the burden of war 
risks insurance on vessels of varying speed in the ocean trades, and 
on those employed respectively on the longer and the shorter 
routes. It was of value also in facilitating the working of ships 
requiring to pass from one port to another for the purpose of 


1 Supplemental Agreement for New Voyages, ibid., pp. 280-7. 

2 Explanatory Memorandum as to Cargo Insurance, Supplement No. 3, p. 450. 

3 Supplemental Agreement printed in Gd. 7838; Liverpool Steam Ship Owners’ 
Annual Report for 1914, p. 26; The Times, 17 August 1914, 
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bunkering, or of loading and discharging cargo, before proceeding 
on an ocean passage. 

The one case of serious hardship which still remained un- 
provided for was that of a tramp steamer chartered to load cargo 
at a port other than that in which she was lying. The ballast 
voyage involved was not covered by the single trip premium, and 
the tramp owner was naturally averse from taking out a time 
policy when the future employment of his ship was uncertain. 
To meet this difficulty the Government agreed on Ist September 
to treat a ballast passage not exceeding 800 miles in length as an 
integral part of the subsequent laden voyage, with the result that 
it could be covered by the single trip policy. 

With regard to cargo insurance, the only modification of 
principle was the announcement, on 10th August, that the State 
Office would insure cargoes afloat on the outbreak of war as from 
the first port of call. This step was rendered necessary by the 
high level of market quotations for such voyages, and the difficulty 
experienced by merchants in obtaining cover; but within the 
first few months of the war, as the measure of the danger could be 
more accurately estimated, the market quotations for all but the 
most dangerous routes fell below the level of the State flat-rate, 
and though that rate had been reduced by successive steps to 
1 guinea per cent. by 31st December 1914, a large proportion of 
the cargo business was done by underwriters on the open market. 
The insurance of hulls, however, continued to be effected, practi- 
cally without exception, through the medium of the approved 
Associations and within the limits of the scheme. The premiums 
under the scheme were reduced on Ist September to 1 per cent. 
for a single voyage, 2 per cent. for a round voyage or a three 
months’ time policy, and on 17th December, after the destruction 
of the German Pacific Squadron, these rates were further reduced 
to # per cent. and 14 per cent. respectively.? 

In the achievement of its main object—the preservation of the 
shipping industry from paralysis and the maintenance of supplies— 
the success of the State Insurance Scheme was, from the first, 


1 The Times, 2 September 1914. 

* For rates of premiums see Government War Risk Insurance Schemes : Preliminary 
Statement of Results, Cmd. 98, 1919. For the course of cargo insurance, see Fayle, 
Seaborne Trade, passim. 
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almost unqualified. All danger of ships being laid up for fear of 
capture was once for all averted, and though the Board of Trade 
were criticized in some quarters for their slowness to reduce cargo 
premiums, there is little evidence that the cost of insurance had 
any restrictive effect on the volume of imports. The actual 
entrances of British ships with cargoes at ports in the United 
Kingdom during the first six months of hostilities amounted to 
12,235,000 tons net, a striking contrast with the apprehensions 
entertained before the war; and though these figures represent 
a reduction of about 26 per cent. on the last corresponding period 
of peace, this is mainly accounted for by the diminution in 
continental traffic and the greater average distance from which 
imports had to be brought. 

This alone would suffice for an ample justification of the 
Government’s adoption of the scheme ; but to this great achieve- 
ment there were added various incidental benefits which must not 
be overlooked. The partnership between the State and the Clubs, 
and the presence on each Managing Committee of two Government 
representatives, one appointed by the Admiralty, and one by the 
Board of Trade, was of invaluable assistance in preserving close 
touch and co-operation between the Government and the ship- 
owners. It provided an ideal channel for the dissemination of 
confidential Admiralty instructions, and a useful lever in enforcing 
obedience to such instructions. It gave the Government power to 
prohibit undesirable voyages. It played an important part in the 
development of all such measures as the equipment of insured 
vessels with wireless installations and the adoption of a confidential 
code, the arming of merchantmen, the training of officers in anti- 
submarine tactics, and the investigation of losses for the purpose 
of profiting by war experience. Yet when all is said, the impor- 
tance of the scheme is to be measured mainly by the extent of 
the peril which it averted, by the disastrous consequences of the 
anticipated initial break-down, and by the activity which British 
shipping in fact displayed from the first in the maintenance of 
supplies, an activity limited only by the demands of the fighting 
services on its tonnage resources. 


CHAPTER V 
THE TERMS OF REQUISITION 


Tue right to requisition ships for naval and military purposes, 
which was exercised, as we have seen, from the very beginning of 
the war, was based not on Statute Law but on the Prerogative 
of the Crown. Closely as that Prerogative had been shorn during 
centuries of constitutional development, it had always been recog- 
nized that there were emergencies with which the ordinary pro- 
cesses of Parliamentary procedure were ill-adapted to cope. In 
moments of sudden crisis arismg from war or civil commotion, 
it was essential that the Executive Power should be able to act 
with a decision and promptitude that would be impossible if it 
were restricted to the ordinary channels of Governmental action, 
and in such crises it was the admitted Prerogative of the Crown 
to take steps necessary for the immediate safety of the realm, 
without recourse to Parliament. 

In many directions this Prerogative Right had been limited, 
modified, or over-laid by Statutes conferring the right to take — 
emergency action within well-defined limits; but there were 
still fields within which its scope was bounded only by the 
somewhat vague limitations of the Prerogative itself, and among 
these was the requisition of shipping for purposes of national 
defence. For the exercise of this power there was a long and almost 
unbroken string of precedents extending from the time of the 
Plantagenets to the end of the seventeenth century. During the 
eighteenth century the practice had sunk into disuse; but this 
was due to the absence of necessity rather than to any change in 
constitutional usage. 

In medieval times, when there was no permanent distinction 
between the trading and the fighting ships, it was by the ‘ stay 
and arrest ’ of vessels by Royal warrant that the bulk of the fight- 
ing fleets had been provided ; but under the Tudors there set in 
a differentiation between the merchantman and the man-of-war 
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which culminated during the wars of the Commonwealth, and led 
to the gradual disappearance of the merchant vessel from the 
fighting line. Hence, ships requisitioned during the seventeenth 
century were mostly taken up as transports and storeships. As 
the supply of shipping increased, owing to the expansion of the 
Mercantile Marine, the necessity of requisitioning for this purpose 
gradually disappeared, since all tonnage required could be 
chartered without difficulty and at reasonable rates on the open 
market, and during the Revolutionary and Napoleonic Wars there 
is no trace of resort to compulsory powers. The Prerogative, 
however, was not dead but sleeping. So late as 1743 it had been 
expressly affirmed in the Courts,! and nothing had occurred in the 
Courts or in Parliament to restrain its exercise. 

The reasons why it was now decided to revert to the older 
practice were mainly connected with the dispatch of the British 
Expeditionary Force to France. The demand for transports 
during the South African War had, as we have already seen, been 
sufficient to create a boom in freights, the full advantage of which 
had been enjoyed by the owners of vessels chartered by the 
Admiralty ; but the simultaneous embarkation of six divisions 
with their artillery, horses, stores, and impedimenta was an 
undertaking of a magnitude for which military history offered no 
previous precedent, and the effect of so large and sudden an addi- 
tion to the commercial demand for tonnage was likely to force up 
freights to a level involving very heavy expenditure. In this 
connexion, too, it is necessary to remember that, owing to the 
dependence of a steam fleet on the supply of fuel, and to the 
comparatively small storage capacity of modern warships, the 
demand of the Navy for colliers and supply ships was likely to be 
unprecedentedly great. 

It was, however, the question of time that was the decisive 
factor. Owing to the rapidity of movement characteristic of 
modern warfare, it was probable that, in the transport of the 
Expeditionary Force, every day’s delay might be of disastrous 
consequence, and however reasonable shipowners might prove, 
the negotiation of individual charters must inevitably be a 
lengthy business. It was essential that the Admiralty Transport 


1 Rex v. Broadfoot, Foster’s Crown Cases, 154. 
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Department should be able to lay their hands, without notice and 
without appeal, on every suitable and available vessel, regardless 
of commercial considerations. Only by virtue of the Prerogative 
could this be done. 

There remained the question of the terms on which ships should 
be taken. According to the current views of constitutional law, 
a subject whose property was requisitioned by the Crown for the 
defence of the realm had no right at common law to any payment 
therefor, though such payment might be made ez gratia, at rates 
determined by the Crown itself.t. This contention was subse- 
quently contested in the now celebrated De Keyser’s Hotel Case, 
and though that case was ultimately decided by the House of 
Lords on statutory grounds, the researches then made into 
precedents dating from the earliest times went a long way towards 
establishing the right to compensation as a concomitant of the 
right of requisition.? 

Even before the researches made in the De Keyser’s Hotel 
Case, there was ample evidence that payment for requisitioned 
tonnage, whether as of right or ex gratia, had been customary 
from the earliest times.* Selden, the great seventeenth-century 
jurist, had asserted it as an invariable practice ;* and though there 
were one or two instances in which no compensation appears to have 
been paid, they were both doubtful in themselves and insufficient 
to overthrow the authority of the established custom. In the 
Ship Money Case the point was not raised, as the question then 
at issue was the right of the Crown to levy a money tax, but in the 
eighteenth-century decisions the practice of compensation was as 
clearly laid down as the right of requisition. 

Whatever the legal position, there could be no doubt that, in 


1 See per Avory, J., In re a Petition of Right, 1915 (The Shoreham Aerodrome Case), 
3 K.B., 649; 31 Times Law Reports, 596. 

2 In rea Petition of Right of De Keyser’s Royal Hotel Limited. For a full and learned 
discussion of this case and of the whole question of requisition, see Leslie Scott and 
Alfred Hildesley, The Case of Requisition, Oxford, 1920. 

* See M. Oppenheim, A History of the Administration of the Royal Navy, London, 
1896, passim, and The Case of Requisition, Appendix G. Many references to such pay- 
ments may also be found in Letters and Papers relating to the War with France, 1512-13, 
and State Papers relating to the defeat of the Spanish Armada, edited for the Navy Records 
Society by M. Alfred Spont and Sir John Knox Laughton respectively. 

4 Dominion of the Sea, 1652, p. 352. 

° Rex v. Broadfoot, above cited: ‘No man served the Crown at his own expense... 
owners were constantly paid a full freight.’ 
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modern conditions, it was impossible to deny compensation to the 
owners of requisitioned tonnage without throwing the whole 
- shipping industry into confusion. Further, it was clear that, in 
practice, the rate must be settled by agreement with the ship- 
owners themselves ; for, as we shall see, the Transport Department 
required from the owners of requisitioned vessels services which 
could be obtained only by enlisting their voluntary and hearty 
co-operation. 

The effect of these considerations may be seen in the Pro- 
clamation of 3rd August 1914, by which the Admiralty were 
empowered to requisition ships ‘ within the British Isles or the 
waters adjacent thereto ’, on payment to be subsequently agreed 
or awarded by a Board of Arbitration thereafter to be appointed. 

It will be observed that the Proclamation referred only to ships 
* within the British Isles and the waters adjacent thereto’; but 
both the Government of India and the various Dominion Govern- 
ments took power by Proclamation to requisition ships in their 
ports, and exercised this power over ships on United Kingdom as 
well as on local register. The opinion was judicially expressed, 
at a later date, that the Admiralty itself had no authority to 
requisition vessels outside the limits mentioned in the Proclama- 
tion of 3rd August ;? but there are precedents ranging from the 
thirteenth to the seventeenth century for ships being taken up in 
British ports abroad, on the high seas, or even in foreign ports,’ and 
the right of the Admiralty to requisition ships to come on service in 
any part of the world was not seriously disputed during the war. 

An even more important and more debatable point was that 
as to the nature of the services to which the right of requisition 
applied. The emergency recited in the Proclamation of 3rd August 
was the necessity for ‘immediate employment of a large number 
of vessels for use as Transports and Auxiliaries for the convenience 
of the Fleet and other similar services ’, a matter clearly covered 
by the prerogative right to take measures for the defence of the 
realm, according to the maxim Salus popult suprema est lea. 


1 No. 1247 of 1914. Manual of Emergency Legislation, p. 386. 

2 By Mr. Justice Bailhache, in Russian Bank for Foreign Trade v. Excess Insurance 
Company, 1918, 2 K.B., 123; 1919, 1 K.B., 39. The point did not directly arise in the 
case and remained undecided. 

3 Professor W. S. Holdsworth, ‘The Power of the Crown to Requisition British 
Ships in a National Emergency ’, Law Quarterly Review, vol. xxxv, pp. 12-42. 
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When, however, early in the war, the Admiralty began to requisi- 
tion ships for the carriage of commercial cargoes on Government 
account, for the sole purpose of avoiding payment of market rates 
of freight, it became a question whether the cheapening of com- 
modities for civil consumption constituted one of those supreme 
national interests which justify the invasion of civil rights by 
virtue of prerogative power. At a later date, on the appointment 
of the Shipping Controller, statutory power was conferred on him 
‘to control and regulate any shipping available for the needs of 
the country in such manner as to make the best use thereof’, and 
it was judicially decided that this empowered him to order vessels 
to load cargoes of a particular commodity and to carry them 
between named ports at fixed rates of freight, in other words, to 
requisition ships for commercial employment; but it is by no 
means clear that the earlier requisitioning of ships for carriage of 
commercial cargoes was not ultra vires ; and it may perhaps be set 
to the credit of the shipowners that the point remained untested.1 

As regards the fixing of hire, the procedure varied somewhat 
from that which had been contemplated. The original plan was 
that the Transport Department should endeavour to agree terms 
with individual owners, and that only in the event of failure to 
come to an agreement should the matter be referred to arbitration. 
For this purpose the Admiralty Transport Arbitration Board was 
formed, under the presidency of Lord Mersey, late President of the 
Probate, Divorce, and Admiralty Division of the High Court of 
Justice, with Mr. W. Walton as Vice-President. Exclusive of the 
President and Vice-President, it comprised, as finally constituted, 
seventy-two members, of whom eleven were Government nominees. 
The others included twenty-four shipowners, six bankers and cargo 
owners, twenty-three representatives of the marine insurance 
business in its various branches, two representatives of the deck 
officers, two of the engineers, and four of the seamen, firemen, and 
stewards. All or most of these were appointed by the associations 
representing their respective interests.2 


1 For the powers of the Shipping Controller, see Chapter XII, post. The decision 
referred to is that of Greer, J., 11 Hudson’s Bay Company v. Maclay, 1920; 36 Times 
Law Reports, 469. See also The Case of Requisition, pp. 99-101. 

? Admiralty Notifications of 11 August and 31 August, Manual of Emergency 
Legislation, pp. 387-95. 
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It was obviously desirable, however, that the arbitrators 
should be provided, in order to secure uniformity in their decisions, 
-with some schedule of approximate rates applicable to particular 
classes of vessels, and the President entrusted the task of preparing 
such provisional schedules to six Sub-Committees or Panels, 
formed within the Board, to deal respectively with ocean passenger 
liners, passenger steamers in the coasting and cross-channel trades, 
oil-tankers, colliers, tramps, and cargo liners respectively. These 
sub-committees, all of which sat under the chairmanship of 
Lord Inchcape, Chairman of the Peninsular and Oriental SS. Co., 
consisted entirely of shipowners, with the exception that one 
Government nominee sat on each panel, and the cross-channel and 
tanker committees contained respectively one representative of 
the deck officers and one of the engineers. 

The task of arriving at a reasonable basis of compensation was 
not an easy one. In old days the owners of requisitioned shipping 
received a customary rate per ‘ tun-tyght’ as ‘ duly and loyally 
paid from time immemorial’;! but there was no precedent 
sufficiently recent to form any guide in dealing with the conditions 
of 1914. Ata later date, under Defence of the Realm Regulation 
28, the general right to compensation for requisitioned property 
was restricted to the basis of cost, together with an allowance for 
profit at the rate usually earned before the war; but according 
to a subsequent decision this regulation was wlira vires in respect 
of goods requisitioned for the Army or Navy, as the owners of such 
goods had a statutory right to receipt of the full market value at 
the time of requisition.2 In respect of ships there was no such 
statutory right ; but on the other hand, the limits imposed by the 
Defence of the Realm Regulations had not yet been laid down. 
The Sub-Committees were accordingly obliged to fall back on 
their own idea of what was right and reasonable in the circum- 
stances, taking into account the conditions of the various charter- 
parties under which the ships were to be run. 

These charter-parties were, in each instance, sent out with the 
Requisitioning Letter ; but inasmuch as the question of hire was 
still unsettled, they remained unsigned, and as a matter of fact, 
very few charters were ever actually signed throughout the war. 


1 See The Case of Requisition, Appendix G. 2 Ibid., pp. 97-9, 165-6. 
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Acceptance of hire without comment was held to imply acceptance 
of the contractual obligations imposed by the charter. That these 
should be accepted by the shipowner was essential; for the 
requisition covered nothing beyond the delivery of the ship herself. 
Even under the very extensive statutory powers later conferred 
on the Shipping Controller, it was held that an attempt to requisi- 
tion the services of the owners was wlira vires,| and no attempt 
was now made to stretch the prerogative to this extent. Yet the 
ships by themselves were useless to the Admiralty ; they had no 
organization capable of running the vessels, and were obliged to 
look to the owners for a large measure of co-operation. This 
dependence was frankly recognized in the Requisitioning Letter. 
By the first part of that document the owner was informed that 
his ship was requisitioned for service of the Crown ; in the second 
part the Admiralty expressed their confidence in his willingness to 
render all necessary assistance in the running of the ship. The 
extent of assistance required was indicated by the pro forma 
charter-party annexed. 

The terms of the charters varied with the employment for 
which the vessels were intended. All ships intended for use as 
Commissioned Fleet Auxiliaries, that is to say, ships used for 
fighting purposes, and practically incorporated in the Royal Navy 
for the period of the war, were taken up on ‘ net charter’; which 
meant that the Government assumed temporary ownership of 
the vessels, relieved the owners of all responsibility manning, for 
victualling, &c., and bore all expenses, including insurance against 
war and marine risks. On the other hand, their liability to the 
owners was simply the payment of hire for the use of the ship, and 
of compensation for loss or damage. 

All other steamers, including transports, colliers, tankers, 
supply ships, and hospital ships, were dealt with on ‘ gross 
charter ’ terms, under which the owners remained responsible for 
certain services and the Government accepted certain liabilities 
over and above the bare payment of hire. The actual terms varied 
according to the type and allocation of the ships, but the general 
provisions of the charters were on similar lines. 

Under these charters the shipowners were responsible for 


1 See Chapter XIV, post. 
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practically all that is commonly implied by ‘management ’. 
They were, as usual under a time-charter, relieved of all liability 
with regard to bunker coal, which was supplied on Government 
account from Admiralty stocks; but they remained responsible 
for the engagement and wages of crews, for victualling, for pro- 
viding all deck and engine-room stores, boats, navigational 
instruments, loading and discharging gear, ballast, and water, 
including water for troops and horses carried. Further, they were 
responsible for insuring the ship against marine risks, for the cost 
and execution of all ordinary repairs, and for keeping the ships 
in a condition of efficiency. The form of charter for colliers and 
tankers provided for dry-docking every six months at owners’ 
expense, and though this clause was not embodied in the troop 
transport charter, its provisions were applied. While in dry-dock 
or under repair, the ships were regarded as off service, and the 
payment of hire ceased. 

In addition to the feeding of the crews, the owners undertook 
at agreed rates the provisioning of all troops or Government 
passengers carried. They were also responsible, though at the 
expense of the Government, for the supply of all medical necessities 
and fittings on vessels used as hospital ships. 

On the other hand, the Government undertook to indemnify 
the shipowner against all third-party claims arising out of breaches 
of contract due to the requisition, to accept all war risks on the 
ship, and to refund all ‘ extraordinary out-of-pocket expenses ’ 
directly due to her employment on requisitioned service. Thus, 
when boats beyond the normal complement were required for war 
purposes, such as the embarkation or disembarkation of troops, — 
they were either supplied or paid for by the Transport Department. 
The definition of ‘ extraordinary out-of-pockets ? was not, how- 
ever, by any means clear, and questions, to some of which it will 
be necessary to refer, were continually arising with regard to it. 

In assessing the rates of hire to be paid for requisitioned 
ships, the Sub-Committees were undoubtedly entitled to, and did, 
take into account the out-of-pocket expenses for which the owners 
remained liable and the services they agreed to perform, some of 
which, such as the provision of water and the stringent regulations 
as to dry-docking, went beyond the ordinary obligations to a time- 
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charterer. Their chief difficulty was to arrive at a basis for the 
main factor in the calculation, the net return to which the owner 
was entitled. 

One possible method of assessment was to base the amount of 
hire on the freights current when the Requisitioning Proclamation 
was issued. This, however, would have been grossly unfair to the 
shipowners, as at that date the markets had been knocked to 
pieces by the approach of war and had had no opportunity to show 
their powers of recovery. A more plausible course would have 
been to take the freights ruling immediately before the develop- 
ment of the European crisis, as representing the earning power of 
the ship under peace conditions. In view of the depressed state of 
the markets during the first half of 1914 this basis would admittedly 
have been very unfavourable to the owners ; but it has frequently 
been asked why the shipowner should be placed in a more favour- 
able position than he would have occupied had not the war 
supervened to necessitate the requisitioning of his ship. 

The logic of this contention is hard to follow. If the shipowner 
was entitled to compensation at all, he was entitled to compensa- 
tion for what was actually taken from him, that is to say, the 
earning power of his ship at the date of requisition. This was the 
principle followed in the Army Acts, by which the owners of food, 
forage, and stores requisitioned for military use were entitled to | 
the fair market value of their goods, or in other words, to take the 
same advantage of the course of the markets as owners of similar 
goods not required for war purposes. It is certain, however, that 
this course was never contemplated by the Admiralty. The 
shipowners themselves admitted, reasonably if not logically, that 
the Government could not be expected to follow the upward curve 
of freights arising from their own demands for tonnage, and any 
idea of basing hire on the rates current when each individual ship 
was requisitioned was excluded by the desire to find a permanent 
basis of assessment, no less than by the motives underlying the 
policy of requisition. 

An alternative method, having some sanction both in reason 
and precedent, was to base the rate of compensation on the 
average profits, or average earnings per ton, of a selected period 
prior to the war. The chief obstacle to this principle was the wide 
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fluctuation of earnings and profits characteristic of the industry, 
in view of which it was extremely difficult to say what rate or what 
period could be considered as representing normal conditions. In 
the boom year 1900, the earnings of the Mercantile Steamship 
Company, a very well-managed and successful cargo-boat com- 
pany, worked out at £1 15s. 1d. per dead-weight ton ; in 1908 they 
sank as low as 4s. 11d. Within the same period, the earnings of 
the Oceanic Steam Navigation Company, whose accounts were 
published in more detail than the majority of the passenger lines, 
varied from £4 7s. 2d. to 16s. per ton gross. 

These fluctuations were, of course, reflected in the dividends 
paid. Perhaps the safest criterion of shipping profits, and certainly 
the most illuminating for comparative purposes over a series of 
years, is provided by the tables annually published in Fairplay, 
based on an analysis of all accounts published during the year. 
These accounts do not, of course, all refer to exactly the same 
period, as the financial years of various companies end on different 
dates ; but, generally speaking, the accounts published during, for 
instance, 1913, reflect with fair accuracy the conditions of 1912. 
Two tables are published. That of ‘ Passenger Liner Earnings’ 
included, at the outbreak of war, companies owning rather more 
than a quarter of the gross steam tonnage in the Register of the 
United Kingdom. The companies included in the table of ‘ Cargo- 
Boat Earnings’ represented a smaller proportion of the whole ; 
but they were sufficiently numerous and sufficiently typical to 
afford a reasonably trustworthy criterion. 

The cargo-boat table begins in 1904, when freights were on the 
down grade, and from 1904 to 1911 inclusive the aggregate 
‘Profit from Voyages ’, less depreciation at 5 per cent. on the 
book value of the fleets, shows only an insignificant margin. In 
two years, 1909 and 1910, there was an actual loss on this basis, 
which does not appear to include all overhead charges. The small 
average dividends actually paid were rendered possible only by 
diverting to that purpose earnings that should, in prudence, have 
been applied to writing down the fleets." 

Two good years followed, and in 1912 and 1913 the ‘ Profit 


1 The dividends paid during the years 1904-11 amounted to £2,376,000, and 
£2,595,000 was set aside for depreciation and reserves. Depreciation at 5 per cent. 
on first cost, or 6 per cent. on written down values, would have absorbed £6,441,000. 
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from Voyages ’, less 5 per cent. depreciation, gives a percentage 
of 5-88 and 26-50 respectively on the book value of the fleets. 
The accounts published in 1914 may reflect to some extent the 
war earnings of companies whose accounts were published late in 
the year ; but for the most part they must represent the earnings 
of 1913, prior to the break in freights. The percentage was 18-10 
on book values. The actual dividends distributed during the years 
1912, 1913, 1914, gave an average return of 6:82, 12-56, 10-38 per 
cent. on the paid-up share capital of the companies. Much larger 
dividends could, of course, have been paid out of the current 
earnings; but, taught by experience, the majority of the companies 
devoted a large proportion of those earnings to making good the 
arrears of depreciation. 

For the whole period of eleven years, 1904-14 inclusive, the 
‘Profit from Voyages’, less 5 per cent. depreciation, showed 
a percentage of 6-48 on book values. The dividends actually 
distributed gave an average return of just under 6 per cent. on the 
share capital. 

The earnings of the big lines engaged in passenger as well as 
cargo business cannot be so fully analysed, as the information 
disclosed by the published accounts is generally less complete. 
Tt is clear, however, that their earnings were subject to less 
violent fluctuations than those of the cargo-boat companies. For — 
the years 1906 (when the table begins) to 1910 inclusive, the 
dividends showed a return on the paid-up capital varying only 
between 4-10 and 4-85 per cent.; during the four following years 
the returns were 6-06, 7-79, 10-37, and 8-26 per cent. respectively. 

These figures, however, are subject to important qualifications. 
In some of the great combines the promoters held management or 
founders’ shares, the return on which was not disclosed. On the 
other hand, many of the companies had accumulated large reserves 
which were employed in the business. During the great slump 
the shipping industry had ceased to attract new capital, and the 
liner fleets had been maintained and extended largely by devoting 
past earnings to new construction and incurring floating liabilities 
on the credit of future profits. Thus the share capital of the 

1 The return to holders of ordinary or deferred shares was, of course, often much 


larger than the average return on the whole share capital. The accounts do not provide 
material for showing Profit from Voyages as a percentage of book value. 
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companies afforded no reliable guide to the total capital employed. 
Had the earnings been distributed over the whole of this capital, 
- the P. & O. Company would have shown, in 1914, a return of less 
than 5 instead of 8-31 per cent., and the Oceanic Steam Navigation 
Company a return of 8-39 instead of 65 per cent. 

From this analysis it would appear that shipping, especially on 
the cargo-boat side, was a highly speculative industry, requiring 
large profits in the good years to permit of a prudent provision for 
the renewal of the fleets and to give an average return on capital at 
all commensurate with the risks. The trading profits of boom years 
were large; but the slump usually lasted longer than the boom, 
and the irregularity of the cycle made averaging difficult. 

The Sub-Committees in 1914 appear to have made no attempt 
to fix any definite datum line on the basis of past profits or 
earnings. They took into consideration the terms of the charters, 
the profits of recent years, the actual position of the freight 
markets, the current level of running costs, and the likelihood of 
a continued rise in freights, with a probable slump after the war, 
and then endeavoured to fix rates that should be generally fair and 
reasonable, having regard to all the circumstances. These rates 
were embodied in a series of unanimous reports presented on 
22nd October 1914, dealing with all classes of ships except colliers, 
as to which an agreement had been arrived at direct with the 
owners by Messrs. Mathwins, the Admiralty coal agents. In 
submitting the reports, Lord Inchcape emphasized the fact that 
the rates had been arrived at after full consideration of all relevant 
circumstances, in an honest endeavour to reconcile the claims of 
the shipowners with national interests, and he accordingly ex- 
pressed the hope that they would neither be regarded by the 
Government as a maximum to be reduced by negotiation nor by 
the shipowners as a minimum on which to base further claims. 

The reports as presented were then printed by the Admiralty 
and circulated in a confidential publication, from which the terms 
derived their common appellation of ‘ Blue Book Rates’. They 
were not, of course, binding either on the Admiralty or on the 
shipowners, but from the first they were accepted by both sides 
as a definite ruling. It was true that the resort to Arbitration 


1 Fairplay, 24 December 1914. 
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remained open, but it could not be overlooked that the arbitrators 
would be drawn from the same Board as the Sub-Committees and 
would certainly be guided by the reports. The shipowners could 
hardly, with any grace, question the fairness of rates fixed by 
Committees consisting mainly of their own representatives. On 
the other hand, each report had been signed by the Government 
nominee on the Panel, and Mr. A. Gear, Civil Assistant Director 
of Transports, had been present at all the meetings of the Sub- 
Committees, and had taken part in the discussions. Moreover, 
the printing and circulation of the reports was generally, though 
not quite logically, accepted as implying an endorsement of their 
terms. In truth, the advantage to both parties of substituting 
a definite scale of remuneration for the probability of numerous 
and possibly conflicting decisions was so great that neither side 
was prepared to question too closely the actual figures. 

From the tramp-ship owner’s point of view the Blue Book Rates 
had one serious defect in that hire was payable, not as usual in the 
tramp trade on dead-weight capacity, but on gross tonnage. This 
was undoubtedly the only equitable basis in the hire of liners, and 
was probably applied throughout owing to the difficulty of drawing 
a clear line of demarcation between liners and tramps ; but it had 
the effect of penalizing the more modern tramps, whose dead-weight 
capacity was greater than that of older vessels of the same gross 
tonnage. Further, the cargo-liner rates were higher than those 
for tramps, and ownership, rather than recent employment, was 
made the criterion of classification, so that the owner of a first- 
class tramp, accustomed to load on berth, received less than the 
hire paid for a similar or even inferior ship owned by a liner 
company but employed in general trading. 

From a wider point of view, the Blue Book Rates represented, 
on the whole, a reasonable compromise. They were much lower, 
on the whole, than the rates paid for vessels chartered during the 
South African War. Then, the rates had varied from 15s. to 35s. 
per ton gross, and averaged 18s. 3d. per ton for the whole period 
up to September 1902.2 Now, the rates fixed for troop ships varied 
from 13s. 6d. to 17s. 6d. per ton gross ; for cargo liners from 12s. 3d. 


1 For figures of Blue Book Rates, see Appendix, Table 40. 
* Fairplay, 20 August 1914. 
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to 15s. 3d., and for tramps from 9s. 6d. to 12s. with a reduction of 
6d. per ton on liners and Is. per ton on tramps after two months’ 
service. , 

On the other hand, the Blue Book Rates gave, undoubtedly, 
a much better return than the average of time charters during 
the early months of 1914, or immediately after the outbreak of 
war. It must be remembered, however, that by the date of the 
reports the tendency to recovery had already shown itself, and 
that there had been considerable fluctuations in the quotations. 
Thus, whereas at the time of publication Messrs. Mathwins were 
chartering large colliers at 7s. and Ts. 6d. per gross registered ton, 
2s. less than the rate fixed for similar vessels by the Tramp Sub- 
Committee, they had also effected fixtures at a higher rate than 
that now proposed. There is, however, very little point in the 
comparison with current freights. The Blue Book Rates were 
intended to apply to all subsequent as well as all previous fixtures, 
and the prospect of an upward movement in freights was among 
the factors taken into account. 

More relevant is the comparison with normal profits. On 
vessels requisitioned for troop transports, the Blue Book Rates 
gave an average profit of about 10 per cent. on the book value of 
the ships; on tramp steamers the return was rather higher ; on 
Armed Merchant Cruisers it was, in some instances, extravagantly 
high, and the rates were subsequently reduced by agreement. 
Speaking generally, and allowing for the special obligations 
accepted by the shipowners, the rates gave a return below that 
of boom years such as 1912 and 1913, but substantially above the 
average for the ten years immediately preceding the war, which 
included seven or eight years of acute depression. 

The chief criticism to be made on the whole transaction is 
obvious. Although the Arbitration Board was appointed to 
adjudicate in the national interests on the shipowners’ claims to 
compensation for the requisitioning of their vessels—and the 
right of requisition was not in dispute—the Blue Book Rates 
were fixed, in effect, by panels of the shipowners themselves, and 
were accepted by the Admiralty, without modification, as binding 
all past and future transactions. On the face of it, this was 
practically equivalent to handing over to the party whose property 
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was taken for national purposes the right to name his own award, 
and had the Blue Book Rates remained above the market level, 
it is probable that much more would have been heard as to the 
composition of the Sub-Committees. In actual fact, the market 
rates rose, almost immediately, much above the Blue Book level, 
and the fact that the Blue Book Rates had been fixed by the 
shipowners themselves was of great assistance in protecting the 
State against agitation for their increase. 

Apart, however, from the effect of subsequent developments, 
there is much to be said, even in theory, for the course adopted. 
What was necessary, as we have seen, was not merely to adjust 
the compensation to be paid for the actual taking possession of 
the ships, but to secure the whole-hearted co-operation of the 
shipowners in equipping and running them. Over the owners’ 
services the State possessed no compulsory powers, and it became 
a question not merely of exercising a prerogative right, but of 
concluding a bargain, without which the exercise of that right 
would have been worthless. From the first day of the war, the 
shipowners, as a class, had fully and cheerfully complied with the 
appeal contained in the Requisitioning Letter, in the confidence 
that a fair bargain would ultimately be struck. The Blue Book 
Rates represented the idea of such a bargain arrived at by strong 
panels of shipowners who were acting not merely as representatives 
of the industry, but with a due sense of their responsibility as 
arbitrators, with the concurrence of the State nominees on the 
Sub-Committees, and in consultation with a high official of the 
Transport Department itself. Had the terms proposed been 
manifestly unreasonable, it was perfectly open to the Admiralty 
to have contested them, and they would no doubt have done so; 
but if they were not so regarded, it was an obvious advantage 
that the necessary bargain should be concluded once and for all, 
instead of by individual negotiations. 

That the bargain was not, in all the circumstances, unreason- 
able, may be fairly inferred from the satisfaction with which it was 
regarded by both parties to the transaction. On the one hand, 
Dr. Macnamara, Parliamentary Secretary to the Admiralty, 
testified that the shipowners had ‘ approached the matter in a 
reasonable spirit and with real regard to the special conditions 
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created by the present emergency ’.1 On the other hand, Sir Owen 
Phillips, Chairman of the Royal Mail Steam Packet Company, 
deprecated criticism of the Blue Book Rates by owners on the 
ground that they represented ‘ a fair compromise between national 
interests and justice to shipowners ’.2 


1 Hansard, 20 April 1915. 
* Report of Annual Meeting in Lloyd’s List, 13 May 1915. 


CHAPTER VI 
‘CARRYING ON’ UNDER WAR CONDITIONS 


A.ruoucH the general tendency of the freight markets, at the 
time the Blue Book Rates were fixed, was in an upward direction, 
it may safely be said that no one at that date foresaw the height 
to which the general level of market quotations would be forced 
within a few months of the conclusion of the bargain. This rise 
in freights led ultimately, not only to some modification of the 
Blue Book Rates themselves, but to an extension of the principle 
of requisitioning that profoundly modified the relations between 
the shipping industry and the State. Before analysing the causes 
and results of the advance, it will be well, however, to examine 
the more direct effects of the war on the conditions in which the 
industry had to be carried on during the first eighteen months 
of hostilities, and the manner in which shipowners and seamen 
responded to the new demands upon them. 

Speaking generally, it may be said that, during this period, 
hostile operations exercised little direct influence on the move- 
ments of shipping. For six months those operations were carried 
on mainly by surface cruisers, under conditions much less favour- 
able to this form of attack than they had been during the great 
naval struggles of the eighteenth and early nineteenth centuries. 
In those days the enemies of Great Britain possessed numerous 
bases on the English Channel and the Atlantic. From Dunkirk 
to Cadiz the coast-line was dotted with harbours whence frigates 
and privateers swarmed to the attack of shipping in the crowded 
terminal waters, and these were backed, at times, by battle 
squadrons capable, in combination, of contesting the command 
of the British Seas. 

In such circumstances the bulk of the foreign trade was 
necessarily carried on in convoy, and when adequate escort was 
not available, shipping remained in port. Thus, in 1742, the House 
of Commons complained that the Portugal trade had been detained 
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nearly twelve months, owing to the absence of escort; anda year 
later, when a French fleet was in the Channel, the Jamaica convoy, 
though ready to sail in April, did not in fact leave England until 
November.! 

Under modern conditions such delays would have been in- 
tolerable. The supply of Great Britain with the necessaries of life 
depended not on the sailing of great annual fleets, but on an 
uninterrupted stream of weekly or even daily arrivals from the 
main sources of foodstuffs and raw materials; and we shall see 
that, when it subsequently became necessary to revert to the 
older methods of protection, the necessary frequency of sailings 
was the main difficulty in the application of the convoy system. 
At the outset of the war the word ‘ convoy ’ was breathed neither 
by the Admiralty nor by the shipowners. The German High Seas 
Fleet was contained by superior forces, and the attack on British 
and Allied commerce was carried on by a few scattered cruisers 
and armed liners in distant waters, destitute of protected bases, 
and hunted relentlessly by the British patrols. Even so, some 
losses were inevitable, but thanks to the State Insurance Scheme, 
their deterrent effect was small. It was only when a raider was 
known to be operating in the immediate neighbourhood of a port 
that, usually on Admiralty instructions, shipping was held up to 
any appreciable extent. Indeed, owners chafed, at times, against 
the Admiralty instructions themselves, considering that only very 
serious risks could justify restrictions on the flow of traffic. 

Taken as a whole, the operations of the surface raiders had 
little effect on the movement of ships and cargoes. Indian 
shipping was held up for a short time by the Emden, the trade of 
the West Coast of South America by the Leipzig and the German 
Pacific Squadron; but on no other route was the flow of traffic 
seriously affected. The success obtained by the Karlsruhe and 
other raiders operating in mid-Atlantic was strictly confined to the 
actual value of the ships and cargoes destroyed. Throughout the 
period of their greatest activity, the stream of shipping steadily 
increased. 

In January 1915, when the submarines made their first 


1 Richmond, The Navy in the War of 1739-48, vol. i, pp. 187-8; vol. ii, pp. 102-3. 
2 See Fayle, Seaborne Trade, vol. i, passim. 
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effective appearance as commerce raiders in the English Channel 
and Irish Sea, the situation was changed. Once again, the impact 
of the attack was shifted to the terminal waters, where shipping 
was thickly concentrated and dispersal difficult ; but neither the 
early successes of the submarines nor the so-called ‘ Submarine 
Blockade’ produced any appreciable effect on the activity of 
shipping. The lists of sailings, the figures of entrances and clear- 
ances, the columns of the shipping press, reveal no trace of panic. 
A few days’ suspension of certain services in the Irish Sea, a slight 
rise in the rates for cargo insurance on the open market, the 
alteration of a few sailing dates, make up the sum total of the 
disturbance. Even when the sinking of the Lusitania showed 
once for all the lengths to which the enemy were prepared to go ; 
even in August 1915, when the losses of British shipping rose to 
nearly 150,000 tons in a single month; the submarine campaign 
failed of its intended deterrent effect. It became necessary at times 
to hold back outward sailings for a few hours when a submarine 
was reported off a port, but there was no general diminution in the 
volume of traffic. The fixed services continued to run; the tramp 
continued to seek and obtain charters. 

Most striking in its contrast to older days was the absence of 
any panic demands for protection, or attempts to interfere with 
the Admiralty’s discretion in the disposal of naval force. In the 
eighteenth century, the Admiralty had frequently been embarrassed 
and naval strategy at times deflected by the clamour of ship- 
owners and merchants. Again and again the shipping and mer- 
cantile interests sent up petitions, direct or through Parliament, 
for the strengthening of trade protection squadrons, for more 
frequent convoys or stronger escorts, and if their complaints 
were sometimes justified, they showed too frequently a culpable 
ignorance of or indifference to the general demands of the strategic 
situation. In 1695, and again in 1708, the shipping interests 
actually succeeded in forcing the Government to establish a 
special trade defence squadron, the ships composing which were 
taken out of the hands of the Admiralty and rendered unavailable 
for general purposes. In 1742 a Bill having a similar purpose 
was thrown out with some difficulty. 


1 Richmond, op. cit. i. 188-9. 
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No such unworthy clamour marked the progress of the world 
war. Some criticism there was of the protective measures adopted, 
but in the main the tone of the shipping press was moderate, and 
restrained, even in criticism, by the fear of hampering the 
Admiralty in the fulfilment of its gigantic task. At no time was 
the enormously powerful organization of the industry itself. 
employed to deflect by commercial considerations the strategy 
of the war. 

This propriety of conduct may fairly be attributed in part to 
a general increase of public spirit, of which we shall note other 
illustrations, in part to the mutual understanding arising from the 
close co-operation existing between the Admiralty and the great 
War Risks Associations. The effect of this co-operation was 
clearly visible in the attention paid to the confidential instructions 
circulated by the Admiralty through the Associations themselves, 
the Corporation of Lloyd’s, and the Consular Offices and Naval 
Intelligence Officers abroad. 

The one weak link in the chain was the absence of any close 
touch between the Admiralty or the Board of Trade and the deck 
officers who were actually responsible for carrying out the instruc- 
tions. In their anxiety to interfere as little as possible with the 
discretion of the Masters, the Admiralty habitually framed their 
instructions in the form of advice rather than of definite orders. 
The Masters, as a general rule, would have preferred the responsi- 
bility to be taken out of their hands. They had no experience of 
war conditions, but on the other hand, had an ingrained sense of 
responsibility for quick passages, low coal consumption, and safe 
navigation. A wide departure from the normal tracks involved 
delay in arrival and increased coal consumption. The use of 
unaccustomed channels and the dimming of navigation lights 
entailed an increased risk of stranding or collision. Should the 
ship be cast away through failure to observe the ordinary pre- 
cautions, the Master was liable under the Merchant Shipping Acts, 
and from this liability he could only be freed by definite and un- 
mistakable orders, indemnifying him against all possible conse- 
quences of their performance. 

On the whole, the instructions were well observed. There 
were, undoubtedly, instances in which they were disregarded, and 
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more in which they were misunderstood. Ships in Home Waters 
blundered into mine-fields they could easily have cleared by 
following the course given them; ships deviating from their 
normal ocean track ran down another equally frequented route. 
On the other hand, intelligent deviation in the South Atlantic 
played a large part in reducing the number of losses, and most of 
the ships captured by the Karlsruhe and her compeers were the 
victims of sheer mischance. In Eastern seas several vessels were 
thrown away by adherence to the normal tracks, or by failure to 
dim lights ; but these errors were largely due to statements as to 
the safety of the routes issued by the local authorities, in apparent 
conflict with the Admiralty instructions. Instances of wilful 
disobedience to direct commands, involving official penalties, were 
few, and though some cases of culpable negligence were visited 
with dismissal, the owners showed themselves honourably reluctant 
to throw over men who had rendered them faithful service and 
were now guilty only of an error of judgement. 

With greater experience came greater efficiency, and when the 
Moewe was on the trade routes in 1915-16, her commander bore 
emphatic testimony to the success of the British system of warning 
and diversion. The question of navigation lights, however, long 
continued to be a sore point with Masters, as the navigational 
risks of obscuring lights were particularly great in the narrow and 
crowded seas in which the submarines chiefly operated. ‘There 
was considerable reluctance also to abandon the practice of 
making well-known landfalls and seamarks, such as the Fastnet 
and Tuskar, though it was at such points that the submarines 
habitually waited for their prey. 

Neither among officers nor men was there the least sign of 
reluctance to face the risks of war. Even when ship after ship 
had been torpedoed without warning, when crews were turned 
adrift in open boats at a distance of a hundred miles from land, 
when the boats themselves were fired on, the only result was to 
harden the British seaman’s determination to play his part to the 
full, in the struggle against an enemy who had outraged the old 
traditions of the sea. Men whose ships had been torpedoed under 
them, or blown up by mines placed, in defiance of international 
law, in the highways of commerce; men who had suffered 
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hunger, thirst, and cold in the long pull to land, signed on again, 
as a matter of course, for another voyage exposed to the same 
perils. 

When such a spirit was shown by the crews of defenceless 
ships, it may be imagined with what alacrity the seamen assumed 
a more active role when the means of defence and retaliation 
were supplied to them. The record of the Merchant Marine as 
a fighting force was, indeed, long and glorious. Even after 
merchantmen had ceased to form an integral part of naval 
armaments, ships in the foreign trade continued to carry guns for 
defence against pirates in peace and enemies in war. Heavy 
penalties were enforced against Masters who yielded their ships 
to pirates or sea-rovers without resistance, and the larger vessels 
were encouraged, by remission of customs duties, to carry really 
formidable armaments.1_ With the decay of piracy and the growth 
of naval protection, armament ceased to be the invariable rule ; 
but down to the close of the Napoleonic wars, the majority of the 
larger merchantmen carried guns on every voyage, and there were 
occasions when they beat off the attack not only of the enemy’s 
privateers but even of his ships of war. It was not till the 
Declaration of Paris, in 1856, abolished privateering, and the 
progress of naval development rendered resistance to the smallest 
regular cruiser hopeless, that the practice fell into general disuse. 

With the introduction of the Armed Merchant Cruiser, the 
possibility of effective resistance to a raider again emerged, and 
during the two years immediately preceding the war, the Admiralty 
arranged that about forty British liners should each mount a pair 
of 4-7 in. guns astern, for the purpose of beating off assailants of 
this class. That the right of resistance remained unimpaired, there 
can be no question. That right had, indeed, been challenged 
in 1913, on false analogies from land warfare, by two German 
lawyers, Dr. Schramm and Dr. Triepel, both intimately connected 
with the German Admiralty ; but it was explicitly asserted by 
a still higher German authority, Dr. Hans Wehberg, in a book 
published after the outbreak of war, and was recognized by an 
Appendix added in June 1914 to the German Prize Regulations 


1 See, for instance, the Statutes, 16 Car. II, c. 6; 22 & 23 Car. II,c. 11; 5&6 
William and Mary, c. 24. 
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themselves. It had been admitted in the American Courts, it was 
recognized in the Prize Codes of the leading naval Powers, and 
was almost universally accepted by the leading writers on inter- 
national law in all countries. 

To the submarine, highly vulnerable as she was to gunfire, 
defensive armament was the obvious reply, and during the 
summer of 1915 the Admiralty set in earnest about the work 
of arming the Mercantile Marine. There was at first, however, 
some doubt how defensively armed ships might be received in 
neutral ports, in view of the strict obligation of neutrals to prevent 
the conversion of merchantmen into warships within their 
jurisdiction, or the use of their harbours as bases for the attack 
on commerce. For some months the regulations imposed by the 
United States Government were so strict, and so inconsistently 
applied, as to prevent any effective arming of the ships in the 
North Atlantic trade ; but their attitude proved to be exceptional, 
and the majority of neutral Powers insisted only on a formal 
declaration that the guns would be used only for defensive 
purposes. Holland alone refused absolutely to receive defensively 
armed vessels in her ports. 

A greater obstacle to the extension of defensive armament was 
the shortage of guns. So far as this arose from the pressing needs 
of the Army and Navy, it was accepted as inevitable; but as the 
submarine campaign grew in intensity, there were bitter com- 
plaints by shipowners as to the lavish provision of guns for the 
defence of home towns against occasional air or naval raids, while 
the ships and crews, on whom the feeding of the people and the 
winning of the war alike depended, were being exposed, unarmed, 
to a persistent and ruthless attack. For several months the supply 
was sufficient to arm only vessels of special importance, such as 
transports and frozen meat ships ; but under continuous pressure 
from the shipowners’ associations and the Transport Department, 
it was gradually increased. Even so, it was not until the autumn 
of 1916 that so many as half the ocean-going merchantmen under 
the British flag had been fitted for guns. 

The cost. of fitting the guns was borne by the Admiralty, but 


1 For a full discussion, with reference to authorities, see Dr. A. Pearce Higgins, 
Defensively-Armed Merchant Ships and Submarine Warfare, London, 1917. 
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since the owner as well as the nation benefited, no compensation 
was paid in respect of any delays incurred thereby. In addition 
_to providing the guns, the Admiralty also provided leading 
ratings to work them ;1 the remainder of the gun crews and the 
ammunition carriers were chosen from the ship’s complement. 
How well these men adapted themselves to their new duties, and 
how skilfully the Masters manceuvred their ships, the story of 
many a smart and plucky action can show. Nor was the keenness 
of the men at all diminished by the knowledge that defensively 
armed ships were specially singled out by the enemy to be sunk 
without warning, even when American protests had compelled 
some degree of general compliance with the accepted rules of visit 
and search. Although the instructions to defensively armed 
vessels expressly forbade all offensive action, by which the ship 
would have forfeited her commercial status, and laid down that 
an encounter should always, if possible, be avoided, they permitted 
fire to be opened on a submarine which ‘ deliberately approached 
or pursued ’ the vessel. To deny this would have been to render 
the right of resistance wholly nugatory; but it sufficed, in the 
German view, to convert the merchantman into a warship, against 
whom all forms of attack were permissible.? 

Fine as were the achievements of the Mercantile Marine as 
a fighting force, we are here concerned rather with the manner in 
which the ordinary business of the shipping industry was carried 
on under war conditions. In this respect also it may fairly be said 
that both owners and men rose to the demands of the occasion, 
and gave loyal support to the Authorities. As freights advanced, 
there was inevitably some grumbling as to the extent, and still 
more as to the unequal incidence, of the burden of requisition ; but 
the confidence expressed in the Requisitioning Letter, that owners 
would render all necessary assistance in the running of the ships, 
was, with very few exceptions, fully justified. All through 1915 
and the early months of 1916 the number of vessels under requisi- 
tion was on the increase; during the winter of 1915-16 ships 


1 By the end of the war 11,500 R.N. and R.N.R. gunners were being carried in 
4,303 ships. : 

2 The instructions were published, in full, in The Times of 3 March 1916. For 
a refutation of the German contentions, see Pearce Higgins, op. cit., and Professor 
Raleigh C. Minor, in Proceedings of American Society of International Law, April 1916. 
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were being taken up at the rate of 100 a month. This increase 
was due partly to the demands of the Allies for assistance, partly 
to the requirements of the Dardanelles Expedition, and owing to 
the constant changes of policy with regard to that expedition, it 
was frequently impossible to give more than a few days’ notice 
of requirements.! That all the demands made on the Transport 
Department were met promptly and in full was a tribute to the 
zeal displayed by the owners in manning, victualling, and storing 
the ships, and bringing them forward for their new employment, 
as well as to the energy of the officials. 

Here, too, the men played their part. It has already been 
hinted that in the summer of 1914 the relations between em- 
ployers and employed in the shipping industry were far from happy. 
Questions of wages, overtime, and accommodation were productive 
of much discontent, a strike of sea-going engineers had actually 
broken out, and overshadowing all minor controversies lay the 
refusal of the employers to recognize the National Sailors’ and 
Firemen’s Union. Since the great strike of 1911, the Shipping 
Federation had been reorganized frankly with a view to strengthen- 
ing it as a fighting force, and on both sides preparations were 
going forward for a renewal of the struggle. Thus, when war 
broke out, the situation was full of danger; but the Executive 
of the Union were resolved that the nation’s peril should not be 
seized on as the seamen’s opportunity, and decided at once that 
all agitation and propaganda should be entirely suspended. At 
the same time the engineers called off their strike. Seeing that 
most men are more tenacious of their rights than of their blood, 
the proof of patriotism thus afforded was at least as striking as the 
readiness of the seamen to face the risks of war.? 

It was not long before they were called on for more direct 
assistance to the national cause. Although the shipowners were 
responsible for the manning of requisitioned vessels, the Transport 
Department were naturally anxious with regard to the supply of 
seamen and firemen for the great volume of tonnage employed in 


Sir Julian 8. Corbett, Naval Operations, vol. ii, passim; Fayle, Seaborne Trade, 
vol. ii, pp. 170-1. 

* For an account, illustrated by many documents, of negotiations as to wages and 
conditions during the war, see National Service of British Seamen, 1914-19, by Father 
tee ecrasnin O.S.P. (a Trustee of the National Sailors’ and Firemen’s Union), 

ondon, : 


INCREASE IN WAGES 93 


the transport of the Expeditionary Force, and on 13th August 
the Executive of the Union were called to a conference on this 
- question with the Admiralty and the Board of Trade. At this 
conference the Admiralty agreed to pay a flat increase of £1 a 
month to all men engaged for service on transports, to cover the 
increased risk,! while the Union Executive promised, on their 
part, to use their whole influence to ensure a prompt and adequate 
supply of men. This promise was well kept, and on 15th September 
the Admiralty addressed to the National Transport Workers’ 
Federation (to whom the Seamen’s Union was affiliated) an official 
letter of thanks for the splendid work of all those who had assisted, 
on the ships or in the docks, in the success of an oversea move- 
ment without parallel in military history for magnitude, speed, 
and efficiency. 

As the prevailing rates of wages for able seamen and firemen 
in ocean-going ships varied, at the outbreak of war, from 100s. 
to 110s., and 105s. to 120s. respectively, the flat increase of 20s. 
a month represented a very substantial increase ; but in view of 
the risks to which merchant seamen were now exposed, it could 
not be regarded as excessive, and though the original arrangement 
related only to ships in Government service, a similar advance 
was readily conceded by the owners to men employed in trading 
vessels.? 

During the initial slump in freights, this addition to the wages 
bill bore hardly on the tramp owner; but by the end of 1914 
freights had risen to a level which, when all increases in running 
expenses were taken into account, rendered the shipping industry 
more remunerative than it had been in the experience of the 
oldest owner. Meanwhile prices had also risen, and though men 
on monthly articles were fed at the shipowner’s expense, the cost 
of living for their dependants, and for themselves when ashore, 
had increased to the same extent as for the general public. In 
these circumstances, the Union asked, in January 1915, for an 
additional £1 increase for men on transport service. 


1 They also paid a quarterly bonus to the Masters of transports for efficient discharge 
of their duties with regard to care of Government cargo, &c. 

2 Seamen on foreign-going ships are paid by the month, and the wages are exclusive of 
the cost of food, which is found by the owner. In ships in the Coasting and Home 
Trades, the men are paid by the week and find their own food. 
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In reply to this demand the Admiralty put forward a counter- 
proposal. They had no objection to the suggested increase of pay, 
but they were anxious to obtain over the crews of transports the 
same control as they had over those of commissioned vessels. 
They accordingly stated that they would be willing to grant an 
additional increase not of £1 but of £2, making £3 in all, on 
condition that the Unions would agree to the crews of transports 
coming under the Naval Discipline Act. 

The reception of this offer was profoundly significant. Al- 
though the advance proposed amounted to an increase of some 
33 per cent. on the average wages at the outbreak of war, the men 
would have none of it. Seamen and firemen shared to the full 
the average worker’s instinctive shrinking from anything bearing 
the remotest resemblance to industrial conscription, and in the 
proposal to introduce Naval Discipline on transports they saw the 
thin end of the wedge. Further, there was no right or privilege 
to which the seaman clung more tenaciously than the right to his 
discharge at the end of each completed voyage and to free choice 
in the selection of his next ship. Enrolment for continuous 
service seemed to him to threaten not merely transference to any 
vessel the Admiralty might select, but life in barracks between 
voyage and voyage, and he would have none of it. In June 1915, 
after the January proposals had been finally turned down, the 
Admiralty, the shipowners, and even the Union leaders them- 
selves, put forward a scheme of enrolment, without naval disci- 
pline, for the period of the war; but the mass of the men uncom- 
promisingly refused. They were willing enough to submit to naval 
discipline in commissioned auxiliaries, and they agreed later to 
its introduction in six of the largest troopships and in a few 
non-commissioned vessels engaged in semi-combatant service ; 
but as regards the great bulk of requisitioned ships under the 
merchant flag, they would accept neither naval discipline nor any 
system of enrolment. 

There is much in this episode that throws a flood of light on 
the general attitude of labour during the war. Any accusation of 
shirking or lack of patriotism against the men of the Mercantile 
Marine would universally be recognized as absurd; but they 
were as firm in their resistance to anything they regarded as 
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an interference with their economic freedom as in their refusal 
to be terrorized by the German submarines. To the merchant 
_ seamen, their right to be governed by the code of the Merchant 
Shipping Acts, to choose their ship, to negotiate freely the 
conditions of their employment, appeared to be part of the 
tradition, the conception of life for which they were fighting. 
Their ingrained suspicion of any proposal put forward by their 
employers or by the Government may often have been unreason- 
able; but its origin must be sought in the past history of the 
industry and the peculiar conditions of their employment, not in 
any lukewarmness in the national cause. 

It is easy, nevertheless, to understand the desire of the 
Admiralty for the introduction of a stricter code. Admirable 
seaman as he was, the British sailor had defects which were 
a serious danger in time of war; he had no excessive regard for 
the sanctity of contracts, and he was traditionally apt to recom- 
pense himself, by a spree ashore, for the hardships and perils of 
his life afloat. The facilities for saving afforded by the later 
Merchant Shipping Acts, the provision of Seamen’s Homes, and 
the general improvement in conditions had done much to diminish 
the evils of failure to join after signing on, and joining in a state 
of intoxication, but had not cured them; and during the summer 
of 1915, when the transport work increased both in volume and 
urgency, the effect of these evils became very grave. At a mass 
meeting of Liverpool seamen in August, Commander Currie, R.N., 
the Port Transport Officer, was able to quote, without contra- 
diction, an instance of a transport which was 200 short of its 
complement on the day of sailing, and had finally to ship 150 men 
so drunk that many of them had to be carried on board.1 

It was the danger of delays caused by inability to ship crews, 
or to ship them sober, that inclined the Admiralty towards some 
form of maritime conscription, and the Union Executive, in 
resisting all such proposals, were not unmindful of their responsi- 
bility. As preventive measures they suggested the restriction of 
facilities for obtaining drink at the dockyard gates, and the 
imposition of penalties under the Defence of the Realm Acts for 
failure to join requisitioned vessels. Both these measures were 


1 Father Hopkins, op. cit., Appendix XIII. 


96 ‘CARRYING ON’ UNDER WAR CONDITIONS 


adopted. The Executive believed, however, that satisfactory 
results could only be obtained by enlisting the good feeling of the 
men themselves, and they accordingly issued a national appeal 
begging the men to remember the importance of the issues at 
stake, and to see to it that the misconduct of a minority was not 
allowed to bring their fellows into disrepute. The general response 
to this appeal was good, and thanks both to the measures suggested 
by the Union Executive and to the continuous exertion of their 
influence, the evil gradually diminished until it had sunk to 
negligible proportions.1 

With regard to the actual supply of seamen, whether for the 
transport service or for ordinary mercantile employment, there 
was some difference of opinion, leading to no little friction, 
between the owners and the Union. The total reduction in the 
number of men available was stated, in the spring of 1915, as 
about 15 per cent. According to the National Sailors’ and 
Firemen’s Union, this reduction represented simply the disappear- 
ance of the normal margin of unemployment, and they supported 
their contention by figures which showed 144 per cent. of the 
white sailors and firemen, British and foreign, available in 1911, 
to have been unemployed in April of that year. They asserted, 
therefore, that any apparent shortage at the ports was due simply 
to defective organization of the machinery for engagement. 

There can be no doubt that the number of men seeking ships 
normally exceeded the number required, and that many employers 
in the shipping, as in other industries, regarded a permanent fringe 
of unemployment as a healthy spur to activity and a check on 
extortionate demands. On the other hand, the men unemployed 
in April 1911 must have included a large number who would in 
any event be enjoying a brief spell ashore, and no percentage can 
fairly be based on the assumption that sailors would normally 
spend the whole twelve months at sea. Whatever was the actual 
margin of unemployment, the owners .contended that it had been 
fully absorbed. Not only had it been necessary to replace enemy 
aliens and reservists called to the colours, but the ships taken up 
as commissioned auxiliaries and many vessels in the transport 


* See Father Hopkins, op. cit., pp. 22-3, and Defence of the Realm Regulations, 
10a and 39a, 
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service required an addition to their normal complement ; so that 
the decrease in numbers available for commercial employment was 
greater than the reduction of the total supply. 

There undoubtedly was frequent difficulty in manning vessels, 
and so early as December 1914 the President of the Clyde Ship- 
owners’ Association proposed the abolition of the Board of Trade 
language test, in order to permit the employment of Asiatics to 
make good the deficiency. This was the real source of trouble. 
While the seamen were ready to accept the employment of Lascars 
in ships trading in or to Eastern waters, the increasing tendency 
in recent years to employ Chinese stokers in ships in general 
trade was regarded as an attempt to lower the general standard 
of wages and conditions in the industry, and every complaint as 
to difficulty in manning ships was now regarded as a mere excuse 
for signing on Chinamen. 

So far as requisitioned vessels were concerned, the Transport 
Department had laid down from the first that the Master, officers, 
and engineers must be British subjects, and that the crews should 
so far as possible be British or British coloured, and under pressure 
from the Union they issued strict instructions that no Chinese 
should be carried except those already engaged in Eastern waters. 
As regards vessels engaged in commerce there was no such restric- 
tion, and in October 1915 the Union put in a list of twenty-nine 
ships for which 620 Chinese had been engaged since the outbreak 
of war.! 

With the general attitude of the Union towards the employ- 
ment of Chinese it is easy to sympathize; but this does not 
necessarily imply acceptance of their contentions as to a general 
conspiracy on the part of the owners. In point of fact, the 
employment of Chinese seamen made little difference to the total 
wages bill, as, although the pay of Asiatics was lower than that 
of whites, their employment necessitated an increase in the 
manning scale. On the other hand, it was believed that some 
owners and Masters preferred to ship Chinamen, as more docile 
and amenable than white crews. In the main, however, it would 
appear that the increase in the number of Asiatics engaged was 
due to actual necessity. While there is little evidence of any 


1 Father Hopkins, op. cit., Appendix VII, 
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grave general shortage of men at this period, there undoubtedly 
were frequent local shortages. These may have been due in part 
to a defective organization of engagements; but this could not 
be remedied by a stroke of the pen, and an owner unable to obtain 
a satisfactory white crew for his ship by her sailing date can 
hardly be blamed for signing on Chinese ratings if available. 

This, however, was only one among many difficulties under 
which the owners laboured in the working of the ships that 
remained available for commercial employment. Forward charter- 
ing was hampered by the rapid increase in the number of vessels 
under requisition and the short notice given of requirements, 
since commercial fixtures were always liable to be overriden by the 
exigencies of the naval and military situation. The working of 
the lines, whose services were liable to continual dislocation, was 
still more seriously affected. In the spring of 1915 just half the 
tonnage owned by the Royal Mail Steam Packet Company was 
in Government employ ; down to the end of that year 42 out of 60 
P. and O. steamers had been at one time or another in the service 
of the Admiralty, and 31 were still under requisition in December.! 
Of 73 liners employed by members of the Liverpool Steam Ship 
Owners’ Association in the North Atlantic Trade, 43 were under 
requisition in October 1915. Yet by re-arranging services, charter- 
ing tramp tonnage, and diverting vessels from the less to the more 
important routes, the main services were everywhere maintained 
with little reduction in their efficiency, and efforts were even made 
to build up new services or extend old ones in compliance with 
war requirements, or to take advantage of the withdrawal of 
German shipping. Thus Glasgow extended its services in the 
Gulf to supply the Southern States with ammonia formerly 
imported from Germany ; new direct lines from Manchester to 
the Continent and to West Africa relieved some of the pressure 
on the older ports; the Royal Mail extended its Pacific services 
to Vladivostok in order to take part in the supply of Russia via 
the Siberian Railway, and British shipping replaced German at 
some Chinese ports.? 

Even greater than the difficulties of the ocean liners were those 


1 Statist, 8 May and 11 December 1915. 
? Lloyd’s List, 2 September 1914, 8 April, 5 July 1915 ; Consular Reports, A.S. 5599, 
Kiangchau. 
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of the short sea traders. As the activities of the submarines—at 
first directed against warships, later against merchantmen—grew 
in daring and range, the restrictions on navigation, especially 
in the North Sea, increased in stringency. The North Sea itself 
was full of British and German minefields ; navigation on the 
eastern coast of England was confined to a narrow swept channel, 
and the voyage to Dutch or Scandinavian ports could be made 
in safety only by strict adherence to the routes confidentially com- 
municated by the Admiralty. Many of the fixed services had to 
be transferred to new ports, owing to the use of the usual ports 
as naval or military bases, or to the necessity of avoiding danger 
areas. Thus, in September 1914, the Wilson Line’s Christiania 
service was transferred from Hull to Liverpool, and in the following 
month the Flushing—Folkestone service was transferred to Tilbury. 
The prevalence of mines in the North Sea led to a gradual shifting 
of both the fixed services and the tramp traffic, first to more 
northerly, and later to western ports; the closing of the Firth of 
Forth in December 1914 diverted the traffic of Bo’ness and Grange- 
mouth to Methil and the Clyde. 

Ocean and short sea traders were alike affected by the con- 
gestion of the ports arising from the withdrawal of labour for 
military service, and from Admiralty and War Office demands on 
port and railway facilities. By the end of 1914 the delays to ships 
in British ports had already become very serious, and as we shall 
see, these delays were regarded by the owners as one of the chief 
causes of the shortage in carrying power and consequent advance 
in freights. In French and Italian ports conditions were still 
worse, and the total effect of congestion at home and abroad was 
to reduce very appreciably the annual carrying power of the 
available shipping. Further, these delays added greatly to the 
difficulty of the shipowner’s business, since they interfered gravely 
with the regularity of the fixed services, and rendered it impossible 
to calculate with any approach to accuracy the date when a tramp 
or collier sent to, say, Bordeaux or Genoa wquld be free for a new 
voyage. 

An additional source of delay was the necessity of complying 
with the formalities imposed in respect of licensed shipments of 


‘ prohibited ’ exports. There was now a long list of commodities 
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the export of which was thus restricted, and in May 1915 much 
alarm was caused by an Order in Council prohibiting the export 
of coal to all destinations other than British Possessions and 
Allied Countries. Although the prohibition was purely a pre- 
cautionary measure, and licences were freely granted by the War 
Trade Department, acting in conjunction with the Coal Exports 
Committee, the first effect of the Order was to bring coal chartering 
almost to a standstill, owing to the general uncertainty as to the 
policy of the Government and to the delays entailed by obtaining 
licences. The original regulations required a ship to be named in 
the application for an export licence, and as contracts were usually 
concluded before a steamer had been fixed, this provision involved 
a serious interference with the usual course of trade. The Chamber 
of Shipping, however, took up the matter in co-operation with the 
exporters, and permission was obtained to apply for licences to 
export by anamed ship, or substitute, or by a ship to be named later, 
together with other concessions which practically eliminated delays.1 

In respect to many articles of minor importance, it was 
frequently urged by the shipowners that the interference with 
trade entailed by the export regulations outweighed their value 
as a blockade measure. Yet some restrictions were clearly needed, 
for there can be no doubt that during the first half of 1915 large 
quantities of goods exported or re-exported from the United 
Kingdom to Holland and Scandinavia ultimately reached the 
Central Powers. The facts were known, and they have been made 
the occasion for bitter criticism of shipowners and merchants ; 
but it must be remembered that the Government had always full 
power to prohibit exports considered undesirable, and that much 
of the most criticized traffic, as in tea, coffee, and cocoa, was 
deliberately permitted, either in deference to neutral or colonial 
interests, or with a view to damaging the enemy financially by 
permitting his import of what were then held to be luxury 
commodities.? 

' Order in Council of 6 May 1915, Manual of Emergency Legislation, Supplement 
No, 4, pp. 222-3; subsequently extended to shipments to Allied Countries by Order 
of 3 August 1915, ibid., pp. 252-3; Lloyd’s List, 8, 10, 12, 21 May, 5, 8, 9 June 1915; 
aes Boal September, 2 October 1915 ; Annual Report of Chamber of Shipping, 


2 See Rear-Admiral W. P. Consett, The Triumph of Unarmed Forces, passim, and 
Seaborne Trade, vol. ii, pp. 137-9. 
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So long as these exports were permitted, it was generally 
impossible for the shipowner to discriminate between the parcels 
tendered him for carriage to neutral consignees. Where dis- 
crimination was possible, the generality of owners appear to have 
acted with a proper sense of responsibility. Thus, early in the war, 
when suspicion was aroused that cargoes of grain to Italian ports 
were finding their way to Germany, many tramp-owners loading 
grain in North America or Argentina refused absolutely to accept 
charters containing a Mediterranean option. In the same spirit 
the lines in the Brazilian trade refused cargoes of coffee, even when 
destined for British neutral markets, on account of the German 
origin of the shipping firms, and only resumed loading on the 
express assurance of the Government that the trade was not 
considered to be undesirable.2 Palpably correct as was the 
attitude of the owners in both instances, it was in striking contrast 
with the activity of British shipping in the contraband trade 
during the eighteenth-century wars, when British and Colonial 
ships played no small part in rendering St. Eustatius a vast 
entrepot for the French West Indies, or even with the volume of 
illicit traffic during the great Napoleonic struggle.’ 

Equally illustrative of the great advance in the standard of 
commercial conduct was the attitude of the underwriters. In the 
earlier part at least of the eighteenth century, the insurance of 
enemy ships against capture by British cruisers was a regular and 
lucrative branch of the business of marine insurance, and was 
publicly defended as a means of extracting tribute from France 
and Spain. Under the Trading with the Enemy Acts no such 
transactions were possible, but there was a distinct danger that 
policies on neutral ships and cargoes might, in fact, cover trade 
intended for the enemy ; and even before official action was taken 
in the matter, the Liverpool and London War Risks Associa- 
tions took steps to ensure that all consequences of seizure or 
detention by British and Allied cruisers should be expressly 
excluded from such policies. The result was an immediate 


1 The Times, 23 October 1914. 2 Seaborne Trade, vol. i, p. 171. 

3 As illustrating how recent is the growth of the modern feeling with regard to 
trading with the enemy, it may be noted that even in the Crimean War of 1853-5 
a considerable indirect trade was carried on between the belligerents. See J. T, Danson, 
op. cit. . 

4 Richmond, op. cit., vol. iii, pp. 248-9. 
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diminution in certain branches of neutral traffic, which bore witness 
not only to the necessity of this measure but to the importance 
of the British marine insurance market as an instrument of 
blockade. Indeed, before cotton was declared contraband, the 
chief obstacle to the shipment of cotton to Germany appears to 
have been the refusal of the American branch offices of British 
companies to insure the cargoes.1 


It will be seen that, apart from the actual damage inflicted by 
the enemy, the business of shipping was hampered, during 1915, 
by numerous and formidable obstacles. The full effect of these 
obstacles and of the general redistribution of trade occasioned by 
the war will become apparent when we examine the causes of the 
advance in freights ; but before considering the economic position 
of the industry, it is fitting that we should sum up very briefly its 
contribution to the war effort. 

By December 1915 the shipping in direct naval and military 
service had reached a total of well over 6,000,000 tons gross. Very 
nearly 5,000,000 troops and attendant non-combatants had been 
carried oversea, with all their arms, artillery, horses, and impedi- 
menta.2. The armies in France and Gallipoli and the minor 
theatres of war were supplied by British shipping with food, 
ammunition, and stores. The Navy in home waters and on 
foreign stations was supplied with coal, oil, fuel, ammunition, and 
stores. The Northern Patrol and the work of trade protection in 
distant waters was carried on largely by Armed Merchant 
Cruisers; the Auxiliary Patrol and mine-sweeping service, 
recruited, ships and men, from the Mercantile Marine and the 
fisheries, played a large and invaluable part in the defence of Home 
Waters. In addition to the tonnage already mentioned, a large 
amount of shipping had been placed at the disposal of the Allies. 

Meanwhile the ordinary trade of the United Kingdom had 
still to go on, in order that the troops and the people might be fed, 
the materials for war and civil industries procured, and the war 


1 The Times, 19, 20 October 1914; Lloyd’s List, 4 December 1914, quoting New 
York Journal of Commerce; Cuthbert Maughan, ‘ British Oversea Commerce in War 
Time’, in Quarterly Review, January 1915, No. 442 at p. 257. 

* This, of course, includes repeated passages, as of men brought to the United 
Kingdom and then sent abroad, men returning for leave and then rejoining the forces, &c. 
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financed. The tonnage required for naval or military employment 
had been partially made good by the withdrawal of shipping, 
through the ordinary operation of the freight markets, from trade 
between foreign ports. The liners, whose passenger trade had 
largely vanished, converted much of their steerage accommodation 
into cargo space. Liners and tramps alike were loaded to the 
utmost limit of their capacity. By one means or another, the 
carrying power per voyage of vessels in the import trade had been 
increased by at least 25 per cent., and despite the smaller number 
of voyages made, due to losses, requisitioning, port congestion, and 
redistribution of traffic, the volume of imports during the first 
eighteen months of the war was within about 12 per cent. of the 
normal. There could be no stronger testimony to the ability and 
enterprise with which the business of shipping was carried on. 


CHAPTER VII 
THE RISE IN FREIGHTS AND VALUES 


So far as concerned the fulfilment of its special functions, the 
shipping industry had undoubtedly deserved well of the country. 
Although the course of the war on land led to far greater demands 
on its resources than had ever been anticipated, British shipping 
had not only met those demands promptly and in full, but had 
maintained the stream of imports at a level which enabled the 
main industries of the country to be kept in full operation, and the 
normal standard of life to be sustained. 

For these services, however, a price had to be paid. We have 
already seen that, when once the markets had recovered from the 
initial dislocation, freights began to rise, and by October 1914 
stood higher than they did just before the outbreak of war. 
When once it set in, the reaction was rapid and violent. By 
November 1914 the general run of quotations was well above the 
level of the corresponding period of the previous year; by the 
beginning of 1915 freights on the majority of routes had soared 
to far greater heights than they had ever attained during the boom 
of 1911-13. The highest points reached at any time during the 
earlier period by the average monthly freights on wheat from New 
York, Karachi, and down-river Plate ports were, respectively, 
16s. 9d., 23s. 4d., and 27s. 5d. per ton; for January 1915 the 
figures were 29s. 10d., 35s., and 61s. 4d., and for March 37s. 7d., 
52s., and 67s. 8d. As compared with July 1914, Plate grain freights 
had risen by no less than 400 per cent., and the quotations for 
grain and cotton from North America, rice from Burma, and jute 
from Calcutta showed equally or almost equally startling advances. 
Outward coal freights to Genoa touched 35s. a ton, against a high- 
water-mark of 14s. 6d. in 1912, and on some routes, such as those 
to the Canaries and Port Said, the carriage of coal cargoes had 
trebled or quadrupled in cost since the outbreak of war.1 These 


2 See also Appendix, Tables 27 ff. 
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were all exceptional instances, and there were wide variations in the 
measure of the advance, both as between commodities and as 
between route and route, but speaking generally, it may safely 
be said that freights on bulk cargoes were seldom less than two or 
three times the figure for July 1914, and exceeded by at least 100 
per cent. the record of the boom years. 

This remarkable advance in freights was accompanied by a 
continuous rise in the cost of living which, though it fell far short 
of what was yet to be endured, and even of the experiences of pre- 
vious wars, pressed hard on the poorer sections of the population. 
In these circumstances, and having regard to the wide publicity 
given to the freight market reports, it was not, perhaps, surprising 
that a large number of people should have set down the whole of 
the rise in prices to the increase in freights, and the whole of the 
increase in freights to the rapacity of the shipowner. 

Neither of these conclusions will bear examination. The effect 
of freights on prices was smaller, the causes of the advance more 
complicated, than was commonly supposed. An analysis of these 
causes is essential to any understanding of the conditions in which 
the industry was working. The effect of freights on prices belongs 
more properly to the history of war-time trade; but the popular 
belief on the subject coloured so strongly the general attitude 
towards the industry itself that it cannot be passed without some 
examination. 

In the first place, it should be observed that freight charges 
constituted normally only a very small proportion of the cost of 
imported commodities. For the years 1901, 1906, and 1909, the 
average gross freights were estimated to represent about 6} per 
cent. of the total import values carried in the seaborne trade of the 
world ; for the boom year 1912, 7-4 per cent.1 In other words, a 
rise of 100 per cent. in freights, assuming other factors to remain 
constant, would add less than 74 per cent. to the 1912 import 
values, even if the whole of the advance were borne by the con- 
sumer. The freight on articles of high value in relation to bulk 
usually represented quite an insignificant proportion of the total 
cost ; in respect of bulky commodities of low value, the proportion 
was naturally greater; but generally speaking, freight fluctuations 


1 Liverpool Steam Ship Owners’ Association, Report of October 1915. 
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exercised no very serious influence on the level of prices, save in so 
far as high freights might affect, by discouraging importations, the 
relation of supply to demand, and the relation of supply to demand 
was affected by many other factors far more seriously than by the 
cost of transport. 

The war-time rise in freights was, of course, altogether 
abnormal, and had other factors been constant, must have been 
clearly reflected in the course of prices. Those other factors, 
however, were profoundly affected by the war, and the rise and fall 
in f. o. b. prices, due to the effect of the war on supplies, played a 
much larger part than did the cost of transport in determining the 
level of prices in Great Britain. 

In some instances the war reduced consumption without 
restricting supplies, and then no advance in freights prevented a 
fallin prices. Thus, the stoppage of the Continental mills combined 
with a bumper cotton crop to produce a glut that threatened to 
be ruinous to the Southern States. The result was that while 
the average cotton freights in March 1915 were double those of 
1913, and nearly three times as high as in 1914, the spot-price of 
Mid-Atlantic cotton was about 25 per cent. lower than in either 
of those years.1 Again, the cessation of German trade and the 
seizure of contraband cargoes ensured ample supplies of copper 
and rubber in the United Kingdom ; restrictions on the export of 
tin-plate reduced the demand for tin; the chief Continental 
markets for oil-seeds—Hamburg and Marseilles—were closed or 
disorganized. Hence, despite the rise in freights, copper, rubber, 
and oil-seeds were all cheaper during the early months of 1915 than 
during the corresponding period of the previous year. Wool too, 
of which ample supplies were available, hovered around the normal 
price.? 

On the other hand, there were many articles the supply of 
which had been grievously restricted. All commodities normally 
imported in large quantities from the Baltic, such as butter, flax, 
and timber, showed a great increase in price, attributable mainly 
to the diminution in supply.? It is, however, in respect of com- 
modities the cost of which had risen though the main sources of 


1 See Appendix, Table 37. 2 See Appendix, Table 38. 
3 See Appendix, Table 38. 
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supply were still available that the influence of freights can be 
most profitably studied, and among these were the two great staple 
- foodstuffs, bread and meat, to which public attention was chiefly 
directed. 

In meat freights the average advance did not exceed 4d. per 
lb. The majority of the Companies in the New Zealand trade, and 
one at least of the leading South American lines, were bound by 
long-term contracts which forbade any immediate advance at all. 
Yet the average import value of frozen beef had risen by nearly 
23d. and of mutton (imported chiefly from New Zealand) by 14d. 
per lb. The explanation was that the demand had increased ; 
the Board of Trade were buying heavily on War Office account, 
and France, not normally an importer of meat, had entered the 
market for the supply of her troops. At first, too, supplies had been 
somewhat restricted by the financial difficulties of the South 
American freezing works, and by a shortage of insulated tonnage in 
Australasian waters, due to transport requirements. 

It was grain freights, however, that showed the most remarkable 
advance, and the price of bread that caused the greatest discon- 
tent. By March 1915 the price of the quartern loaf had risen to 
8d. against 53d. on Ist August 1914; and the enormous increase 
in grain freights appeared to many people to afford a simple 
explanation of this disturbing fact. Yet evidence taken before 
a Committee of the House of Representatives in Washington 
showed that, while the price of the loaf had risen by 2t4d., the rise 
in North Atlantic grain freights amounted to less than #d. on the 
wheat employed in its production. Taking all sources together, 
the average freights on wheat during the first twelve months of the 
war exceeded by 3s. 1d. per quarter and 4s. 5d. per quarter 
respectively the average freights for the twelve months to July 
1913, and 1914; the price per quarter, on the other hand, was 
greater by 15s. 8d. and 16s. 2d. respectively than in those periods. 
Even if War Risk Insurance be included, the cost of sea transport 
accounts for no more than 5s. 2d. of the 16s. 2d. advance on the 
prices of 1913-14.? 

Unquestionably the chief factor in the increasing cost of bread 


1 Report of Shipping Freights and Charges Committee to the New Zealand House of 
Representatives ; Hansard, 10 June 1915 (Mr. Runciman), 
2 See Appendix, Tables 34 and 35, 
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was the advance in grain prices abroad. The closing of the Black 
Sea not only cut off a source of supply from which unusually heavy 
shipments were being made to the United Kingdom when war 
broke out, but drove the Mediterranean countries—France, Italy, 
and Greece—to seek in North America the satisfaction of their 
demands. Bad harvests in Scandinavia added to the intensity of 
international competition, and the complete failure of the Austra- 
lian crop further restricted the sources from which the com- 
peting demands could be fulfilled. The inevitable result was a rise 
in f. 0. b. prices, which set in some time before the advance in 
freights and had far more influence on the ultimate price to the 
consumer than the cost of transport. A close examination both 
of import values and retail prices will show, in fact, that the curve 
of the advance proceeded, to a great extent, independently of the 
course of freights. An increase of freights was by no means 
invariably followed by a corresponding advance in prices ; when 
freights were stationary or falling, prices often continued to 
advance.1 

The advance in freights, though undoubtedly a factor in 
raising the cost of imports, was thus neither the only factor nor 
even the most considerable. In itself, however, it was a pheno- 
menon of such importance both to the industry and to the nation 
that its causes will well repay analysis. 

By those who laid the chief blame for high freights at the door 
of the shipowner, much stress was laid on the extent to which the 
industry was controlled by gigantic combines, with the result 
of eliminating all effective competition, even between nominally 
independent lines. Reference has already been made to these 
combines and to the ‘conferences’ in which lines actually 
independent were grouped for the purpose of demarcation of 
interests and regulation of freights. The majority of these Con- 
ferences had been formed as the result of bitter experience of 
‘rate wars’, and their avowed intention was to stabilize freights 
and to freeze out or absorb competitors who would not accept the 
Conference schedule. They covered pretty completely the outward 
liner trades to South America, Africa, India, Australasia, and the 
Far East, and regulated also a portion of the homeward traffic. 


1 See Appendix, Table 34. 
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In the North Atlantic, a very important exception, only passenger 
rates were liable to Conference regulation. 

A prominent feature of the Conference organization was the 
system of deferred rebates, by which shippers were bound to ship 
their goods in vessels of the Conference lines, on pain of forfeiting 
a rebate, usually amounting to 10 per cent., on the gross freights 
paid during the half-year. This system had produced much 
criticism, official investigations in Great Britain and the United 
States, and a not very successful attempt at interference by the 
South African Government. It obviously introduced into large 
sections of the shipping industry an element of monopolistic power, 
potentially dangerous. On the other hand, the liner companies 
argued with much force that the benefit of an assured regular 
service and of freedom from the daily fluctuations of the freight 
market could only be given where there was a reasonable assurance 
of stability in the volume of traffic. 

Moreover, the monopoly was nowhere complete. Any attempt 
to impose really extortionate rates might provoke the starting of 
a new service ; lines which were in conference for the purpose of 
a particular trade competed freely on another route, or even in the 
return traffic ; everywhere there was the actual or potential com- 
petition of the tramp. It was the competition of the tramp, 
especially, which prevented the homewards trades, in which bulk 
cargoes predominated, from being so closely regulated as the 
export traffic. 

On a general survey of the mass of contradictory evidence 
adduced on either side, there seems little reason to believe that, 
down to the outbreak of war, the Conference system had imposed 
any serious burden on trade, while it had done much to moderate 
the fluctuations of freights. Its general effect was to keep liner 
rates a little above tramp freights at their lowest, a little below 
them at their highest. 

On the outbreak of hostilities the majority of the liner Con- 
ferences announced the imposition of surcharges ranging from 
20 to 50 per cent. on both goods and passenger rates. The higher 
of these surcharges were considerably greater than was necessary 


1 Report of the Royal Commission on Shipping Rings, Cd. 4668, 1909; Sir Douglas 
Owen, Ocean Trade and Shipping, pp. 62-8; Kirkaldy, British Shipping, pp. 174-202; 
Hough, Ocean Traffic and Trade, pp. 159-99. 
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to cover the initial increase in running expenses ; but the condi- 
tions were extremely uncertain, and the companies, who were 
doing their best to maintain services, naturally desired to be on the 
safe side. On the other hand, the increased rates bore heavily 
on the export traffic, and led to strong protests by shippers, 
especially of cotton goods. For the moment there seemed to be 
some danger that the recovery of the export trade, which already 
had many difficulties to contend with, might be seriously hampered; 
but the liner companies were too deeply interested in maintaining 
the volume of the export traffic to impose an unnecessary obstacle 
to its recovery, and as the situation cleared up and the cost of war 
risk insurance fell, the surcharges were rapidly reduced.1 The 
rates on the majority of routes remained well above the August 
level ; but this was accounted for, to a large extent, by the actual 
increase in running expenses due to war risk insurance, wage 
advances, and the high cost of bunkers. 

Far from the Conference system being responsible for the in- 
crease in freights, the regulated freights stood, generally speaking, 
well below the general market level in the non-regulated trades. 
By March 1915 the increase in homeward grain freights ranged up 
to 400 and in outward coal freights up to 300 per cent. These rates 
were, of course, exceptional; but the average advance in non- 
regulated freights was at least 100 per cent. On the other hand, 
the majority of regulated freights stood at only 15 to 25 per cent. 
above the peace level, and the extreme limit of advance was only 
about 40 per cent.? 

Under war conditions, the Conference regulations, which per- 
mitted rates to be altered only after due notice, eliminated com- 
peting quotations for individual cargoes, and preserved continuous 
relations between shipowners and shippers, were undoubtedly a 
moderating influence on freights; but neither for good nor for 
evil did they seriously affect the great bulk imports, such as cereals 
and the more important raw materials. In other respects also the 
conditions varied greatly between the two streams of traffic. 


1 For example, the Mediterranean surcharge was reduced, on 8 September, from 
50 to 25 per cent.; the South and East Africa surcharge, originally 334 per cent., was 
reduced to 25 per cent. as from 24 August, and to 20 per cent. as from 5 September, 
and to 15 per cent. as from 16 January. See also Appendix, Table 31. 

* See Lloyd’s List, 13 April 1915, Report of Houlder Line Annual Meeting; The 
Times, 2 March 1915, on freights in the Eastern trades; and tables in Appendix. 
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The one factor common to both was the increase in running 
expenses. Moderate as were the premiums under the State 
- Insurance Scheme, the cost of insuring a steamer on a time basis 
worked out, in 1915, to 6 per cent. per annum on her insured 
value ; on a voyage basis it might run up to 8 per cent. The 
premiums for marine insurance were higher than before the war, 
and underwriters’ quotations for the insurance of freight were at 
the same rate as hull premiums under the State Scheme, 15s. per 
cent. for the voyage, or 30s. for three months.!_ The cost of all 
stores and provisions had increased, and though the seamen had 
refused the Admiralty offer of a £3 increase with Naval Discipline, 
economic conditions sufficed by July 1915 to secure an additional 
£1 a month, making £2 a month in all since the outbreak of war, 
both on transports and commercial vessels. Port expenses too 
were on the up grade, and the cost of bunkers had become a very 
serious item. At Port Said and the Canaries bunker coal had 
advanced in price by £1 a ton or more, mainly owing to the in- 
creased cost of transport, and even at ports in the United Kingdom 
prices were steadily rising, owing to the enormous demands of the 
Admiralty. Taking all these factors together, a shipowner, 
writing in the Shipping Gazette of Tth January 1915, stated the 
increase in running expenses at about 3s. 9d. per ton, while Mr. 
W. W. Jones, a leading Bristol Channel owner, estimated it, 
later in the month, at 6s. per ton for the Plate voyage.? 

Whichever figure be taken—and it was, of course, a continually 
increasing figure—it is obvious that the increase in working costs, 
while it fully accounted for the liner surcharges as they stood 
in March 1915, affords only a very partial explanation of the 
extraordinary rise in homeward freights, whether by tramp or 
liner, on the great bulk cargoes. Yet there is no evidence of any 
concerted attempt at extortion. From the first moment when 
the revival of trade led to a demand for tonnage at rates sufficient 
to cover the increased cost of running, shipping came freely on to 
the freight markets, and a comparison of the import figures with 
those of tonnage entered proves that the ships were carrying, on 
the average, heavier cargoes than in times of peace. There was, 


1 The Times, 30 April 1915. 
2 Morning Post, 23 January 1915. 
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indeed, no need for owners to hold back with a view to forcing up 
freights ; on the contrary, every British and foreign owner with 
ships or space to be fixed found himself inundated with com- 
petitive offers. 

This was the crux of the whole freight problem, and in order 
to appreciate fully. the effect of the war on freights, it is necessary 
to keep constantly in mind the highly competitive and inter- 
national character of the shipping industry, and its responsiveness 
to the general course of the world’s commerce. Attention has 
already been called to these characteristics ; but in view of the 
prominence assumed by the freight question during the war, a few 
words of recapitulation may be permitted. 

In the first place it must be remembered that neither was trade 
with the United Kingdom confined to British ships, nor British 
shipping confined to that trade. The supply of food, raw materials, 
and manufactured goods to the United Kingdom was assured, 
in time of peace, by the operations of a vast body of shipping, of 
which only about 60 per cent. flew the British flag. A considerable 
proportion of the whole, amounting in respect of British ships to 
rather more than one half, consisted of liners running on fixed 
services to the United Kingdom ; the remainder was made up of 
general traders or tramps having no fixed itinerary. In addition, 
liners and tramps under the British flag played an important part — 
in the carriage of goods between ports outside the British Isles. 
The liner services were capable of a considerable degree of re- 
adjustment in accordance with the fluctuations of demand, and the 
tramp tonnage, whether British or foreign, was absolutely fluid, 
passing from one trade to another, in accordance with the pull of 
the freight markets. For all practical purposes, the tramp 
tonnage under all flags, together with a certain proportion of the 
liner space, formed a world pool of carrying power, from which the 
fluctuating demands of all trades and all countries could be met. 
Thus not only were British importers subject to international 
competition in the purchase of supplies abroad, but the greater 
part of the tonnage required for the carriage of their purchases 
had to be procured in international competition for the available 


* This is the proportion of British to total tonnage entered with cargoes. The 
proportion of imports carried in British ships is estimated as 74 per cent. (see Chapter I), 
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carrying-power. Similarly each import trade was in competition 
with the importers of all other commodities, and each individual 
- importer in competition with his rivals, for the Wee that could 
be attracted to British ports. 

Conversely, the British shipowner was in increasing competition 
with foreign owners for the privilege of carrying the trade both of 
the United Kingdom and of foreign countries. In certain direc- 
tions and to a limited extent, the freedom of the freight markets 
was restricted by the system of Conferences in the liner trades ; but 
speaking generally, the conditions of the shipping industry were 
particularly unfavourable to concerted manipulation, and the 
industry itself peculiarly responsive to the free play of economic 
forces in a world market. 

It was, therefore, the relation of world requirements to the 
total carrying-power available that determined the general level 
of freights. If that carrying-power was more than equal to the 
demands upon it, the individual shipowner could procure a charter 
only by under-bidding his competitors. If the total cargoes on 
offer exceeded the available carrying-power, the individual trader 
could procure space only by offering a higher freight than his 
rivals were prepared to pay. The destination of the tramp and the 
allocation of liner space were alike determined by the competitive 
needs of individual traders in all countries, as manifested in the 
freights on offer for particular commodities and particular voyages. 
It is probable, too, that effective demand was here a more accurate 
criterion of real needs than in some other industries, for though 
the value of luxury goods enabled them to bear high freights, their 
total volume was too small to bring them into effective competi- 
tion with the foodstuffs and raw materials that provided shipping 
with the bulk of its employment. 

The ships themselves, it must be remembered, were one 
element only of carrying-power. That power depended not only 
on the tonnage available, but on the number of laden voyages that 
could be made in a given space of time, and this, in its turn, 
depended on the average length of the voyages, the proportion of 
laden to ballast passages, and the extent to which the time spent 
in port could be cut down by rapidity in loading and discharge. 
The best guarantee of efficiency in all these respects, and of such 

1569-59 I 
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stowage as would ensure the carriage of the maximum cargo on 
each voyage, was provided by the fact that the shipowners’ 
remuneration depended directly on the number of voyages per- 
formed and the quantity of cargo carried. 

Of all the factors that go to make up carrying-power, that least 
affected, during 1915, by the consequences of the war, was the 
actual volume of shipping available for commercial employment. 
Great as was the reduction in the world’s available tonnage due 
to losses, requisitioning, and the immobilization of German and 
Austrian shipping, it did not, probably, much exceed the reduction 
in the total volume of cargoes on offer. The effective carrying- 
power of the ships was, nevertheless, inadequate to the demands 
upon it. In the first place, there was a general tendency towards 
longer voyages. A large amount of bulky traffic that normally 
followed the short sea tracks was now carried on by means of 
ocean voyages. Great Britain was obliged to replace from Java, 
Mauritius, Cuba, the British West Indies, and South America, 
some million and a half tons of sugar annually imported before the 
war from the Continent of Europe. France, Italy, and Greece 
were turning to North America for wheat and oats, and to South 
America for maize normally derived from the Black Sea. Every- 
where it was the nearer sources of supply that failed, the shorter 
routes that were most impeded by war conditions. 

Longer voyages meant, of course, fewer voyages in a given 
space of time ; but it was not only by lengthening voyages that 
the redistribution of traffic affected carrying-power. The rapidity 
with which British shipping effected the necessary readjustment 
illustrates in the most striking way the elasticity derived from 
a high proportion of tramp tonnage; but the readjustments took 
time, and since they involved a wide departure from the normal 
course of trade, they led inevitably to an increase in the number 
of long ballast voyages, the cost of which had to be covered by the 
homeward freights, while the waste of carrying-capacity increased 
the shortage of tonnage. 

Every circumstance of the war tended in the same direction. 
Deviation to avoid danger areas added to the length and cost of 
voyages. The requisition of steamers fixed for a voyage, or in 
a position to load cargo, necessitated cross movements by vessels 
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brought in to fill the gap. The dislocation arising from the hold- 
up of shipping by the Emden and the German Pacific Squadron was 
felt, to some extent, even after the raiders themselves had been 
disposed of. The local shortages arising from requisitioning 
in India and Australia, and from the immobilization of German 
liners in Indian and Far Eastern ports, where they had been 
specially prominent in the general trade, forced up freights on the 
routes directly affected, and created a strong pull running some- 
what counter to the general current of the new tonnage dis- 
tribution. 

Above all, the redistribution of trade, by concentrating it in 
narrower channels and forcing a larger proportion through the 
ports best fitted by position or equipment to deal with large 
steamers and long-distance traffic, greatly contributed to increase 
the port congestion to which reference has already been made. 
At the end of January 1915, it was estimated by a prominent ship- 
owner that not less than 1,500,000 tons of shipping were held up 
in British, French, and Italian ports owing to inability to discharge, 
and the delays frequently ran into two or three weeks! It is 
probable that no single factor contributed more powerfully to the 
decline in effective carrying-power and the advance in freights. 

For outwards cargo, other than coal, the liner services, by the 
aid of chartered or purchased substitutes for vessels sunk or 
requisitioned, were able to provide ample accommodation, at 
rates increased only, or mainly, by the increase in working expenses. 
For coal exports tonnage was very short, owing to the demands of 
the Fleet. For the great bulk imports space could be procured only 
by an ever-increasing concentration of shipping on the restricted 
sources of supply, and since the capacity of the available tonnage 
was less, in existing conditions, than the demands upon it, the 
competition of individual shippers or importers for the tonnage 
on offer continually increased in keenness, and found its natural 
reflection in the enhanced cost of transport. 

How far a British shipowner was able to profit by the high 
level of freights depended, of course, on the proportion of his 
tonnage that remained free from requisition. That proportion 
varied widely as between owner and owner. A statement made in 


1 Mr. Philip Runciman, in Morning Post, 30 January 1915. 
12 
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Parliament at the beginning of 1916 as to the proportion of ships 
under requisition from various typical companies showed a 
variation from 21 to 59 per cent.,! and in the early months of 1915 
the general disproportion was unquestionably greater than it 
became towards the end of the year. Some companies, whose 
steamers were specially suitable for transport work or fleet atten- 
dance, or happened to be in port at a time when emergency de- 
mands had to be met, lost every vessel, or nearly every vessel, 
in their fleet ;2 others, whose ships were less suitable in type, or 
more fortunate in their arrival dates, had only one or two taken. 
Thus owners who were making the largest proportionate contri- 
bution of tonnage for direct war service saw their competitors 
reaping enormous profits from market conditions of which they 
themselves could take little or no advantage. The injustice was 
flagrant—the more so as, while the majority of the owners had 
freely placed their ships at the disposal of the Authorities, there 
were some who had deliberately sought to evade requisition, by 
seeking employment for their ships in distant waters—and strong 
representations on the subject were made to the Admiralty by the 
Chamber of Shipping and other representative Associations. 
These representations were not without effect. The unequal 
incidence of the burden of requisitioning was known to and re- 
gretted by the Transport Department ; but the small and over- 
worked staff of that Department had little leisure to consider any- 
thing except the search for available vessels with which to meet the 
demands of the fighting services. On 7th February, however, the 
Prime Minister appointed a strong Advisory Committee, com- 
posed entirely of leading shipowners, to assist in supervising the 
employment of requisitioned tonnage. With the assistance of 
this Committee it became possible to give greater attention to 
commercial considerations in taking up ships for naval or military 
service. Immediately after their appointment, the Committee 
set to work to analyse the proportion of tonnage withdrawn from 
the various fleets, taking both number of ships and length of ser- 
vice into consideration, and working out the result in ‘ ship-days ’. 
With this information in their hands, they were able to secure 


1 Hansard, 27 January 1916 (Mr. Macnamara). 
2 e.g. The Tatem Steam Navigation Company had, at one time, 13 of their 18 
steamers in Admiralty service, The Times, 13 July 1915. 
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the release of many ships taken from owners whose fleets had been 
the most depleted, and their replacement by the ships of owners 
who had hitherto escaped lightly. To assist in this policy of 
* proportionate requisition ’’ the Transport Department sent out, 
in April, a circular requesting owners to keep the Admiralty advised 
of the movements of their ships in order that emergency require- 
ments might be more readily met with due regard to equality 
between owner and owner. The fuller information thus obtained 
was used also to prevent, so far as possible, the requisitioning of 
ships already fixed for a voyage, hitherto a continual source of 
grievance. 

By the admission of the shipowners themselves, this system 
of proportionate requisition did much to rectify the injustice of 
which they had complained, and to equalize the incidence of the 
burden; but the short notice frequently received of military 
demands, especially in connexion with the Dardanelles campaign, 
hampered its working ; and however carefully it was worked, the 
variety of types and the paramount importance of suitability for 
war service rendered a large degree of inequality inevitable. Nor 
was this the only hardship arising from the wide divergence 
between Blue Book and market rates. Although the terms of 
requisition provided for an indemnity against third-party claims, 
this indemnity did not cover the indirect effects of interrupting a 
fixed service, or the obligations of a tramp-ship owner under running 
contracts in which the ship was not specified. Not only were the 
great lines driven to charter for the maintenance of their services, 
but many tramp owners, especially in the coal trade, were obliged 
to fulfil their obligations with British or neutral steamers obtained 
at market rates, while their own vessels were earning the bare 
Blue Book hire.! 

It must be borne in mind, too, that the Blue Book Rates were 
not only relatively but actually less remunerative than at the date 
when they were fixed. The increased cost of bunkers fell, under 
the charters, on the Admiralty; but the rise in price of stores 
and provisions, and all wage advances additional to the £1 a month 
originally agreed by the Admiralty, came out of the owner’s pocket, 


1 See e. g. Report of Wm. Cory & Son, Annual Meeting, in Lloyd's List, 16 June 1915 ; 
Hansard, 15 February 1915 (Sir Joseph Walton). 
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and since there appeared little prospect of finality in the upward 
curve of wages, the shipowner was liable to see an appreciable 
proportion of his agreed remuneration eaten away by out-of- 
pockets. Experience had shown, moreover, that the service 
required of the vessels was, in some instances, more onerous than 
had been anticipated. In particular, the wear and tear involved 
in repeated short voyages to French ports within the coasting 
limits (Brest to Dunkirk), and both the wear and tear and the 
provision of extra gear for colliers and storeships in fleet attendance, 
called for consideration. 

In these circumstances the tramp-ship owners, who were 
specially affected by the disproportion between Blue Book and 
market rates, asked for a revision of the original schedule. It 
could be urged against them that the rates had been fixed by 
agreement with the shipowners themselves, and were intended to 
shut the door on claims arising from the fluctuations of the freight 
markets. The change in conditions, however, was so much greater 
than anything that could have been anticipated that, in the 
absence of any express agreement, the owners could hardly be 
considered as barred from reopening the matter, and on the 
question of out-of-pockets some consideration was undoubtedly 
due to them, if the intention of the original award were not to be 
defeated. The Director of Transports accordingly agreed to 
meet a representative Committee of tramp owners on Ist March, 
and as a result of this conference a compromise was agreed on. 
The owners received a part of their demand, and the increases were 
made retrospective as from Ist January 1915; but it was made 
a definite term of the agreement that the new rates should be 
regarded as covering the whole period of the war, thus barring 
any future claims. 

The owners had asked for increases averaging 33 per cent. on 
the original rates. They were granted a flat advance of 1s. 6d. 
per ton gross, which worked out at an average increase of about 
16 per cent., but in addition the Admiralty undertook to bear 
all excess of wages over and above those current in August 1914, 
and to refund all excess wages already paid. They agreed further 
to pay 3d. per ton per month extra for ships employed in voyages 
to French ports within the coasting limits and to colliers in fleet 
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attendance on foreign stations, 6d. per ton for colliers in attendance 
on the Home Fleets, and 9d., instead of 6d. as originally arranged, 
for colliers with double derricks and winches. The basic rates 
for colliers were henceforth to be the same as for other classes of 
tramp tonnage. The ships, mostly colliers, chartered on the open 
market during the early days of the war were to come on requisi- 
tion at the revised rates at the expiration of their current charters, 
all clauses giving the Admiralty an option of renewal being 
cancelled as on 3lst December 1914. Special rates were arranged 
for steamers under 1,300 tons dead-weight, which had not hitherto 
been specifically provided for, and the tanker scale was revised 
on a basis giving increases varying from 6d. per ton for the largest 
to 2s. for the smallest ships. This scale had originally been based 
on an average of fixtures effected during the initial slump, and the 
owners had asked for increases varying from 11 to 39 per cent. ; 
they obtained from 8 to 32 per cent. Even after all these con- 
cessions, the Blue Book rates remained some 50 to 70 per cent. 
below current market quotations for long term charters, and in 
announcing the arrangements, Dr. Macnamara, Parliamentary 
Secretary to the Admiralty, took occasion to pay a tribute to the 
reasonable and patriotic spirit displayed by the owners in the course 
of the negotiations.!_ By the liner companies no new claim had 
been put forward, and liner rates remained unchanged, but as a 
matter of justice the companies received the benefit of the excess 
wages clause in the tramp agreement. 

In the same month, March 1915, an agreement was arrived at 
with regard to the hire of ships requisitioned in Australian ports. 
Ships requisitioned oversea had been excluded from the original 
Blue Book, owing to the necessity of arranging special terms to 
cover variations in the cost of fitting, manning, and victualling, 
and the majority of such ships had been taken up on terms 
arranged by the local Governments direct with the shipowners. 
The Government of India requisitioned transports at a flat rate 
of 20s. per ton gross, about 25 per cent. above Blue Book rates for 
ships of the same class. The New Zealand Government signed 
formal charter-parties embodying a demise for two months certain, 
with option of purchase. On the other hand, the Australian 


1 Hansard, 20 April 1915. 
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Government, who had requisitioned many ships on United King- 
dom as well as on Australian Register, requested the Transport 
Department to negotiate with the owners on their behalf. For 
these ships the basic level of wages was fixed by the Australian 
coastal rates, about 40s. a month above the United Kingdom level, 
and in consideration of this and other expenses, the Director 
of Transports agreed, on 15th March, to the payment of 3s. or 
3s. 6d. per ton, according to class, above the ordinary Blue Book 
rates, to owners of vessels on Australian requisition. 

For short engagements entered into at Australian ports this 
advance was fully justified ; but most of the ships remained on 
requisition for long periods, and many of them passed, permanently 
or temporarily, into general Imperial service. In these circum- 
stances the justification of the extra payments ceased; but the 
agreement had been made for the period of the war and could not 
honourably be denounced. The owners, however, showed no 
disposition to press their advantage, and in October 1915 agreed 
that, at three months from that date, the extra payments should 
cease in respect of all ships other than those on Australian Register. 

As regards other ships requisitioned oversea, the New Zealand 
Government continued to make their own arrangements, but all 
Canadian transports, subsequent to the passage of the first 
expeditionary force, were arranged by the Transport Department 
at the normal rates, and in July 1916 the Department took over 
all arrangements for the Indian Government. The agreement then 
made was for Blue Book Rates with an additional 2 rupees a month 
for vessels on Indian Register. In this respect the Department 
drove a somewhat hard bargain with the owners, as they insisted 
on converting the rupee at a fixed rate of 1s. 4d. instead of allowing 
the current rates of exchange, which had risen to 1s. 8d. or over. 

With these exceptions, the only serious modification in the 
Blue Book Rates made between March 1915 and February 1918 was 
in respect of Armed Merchant Cruisers. For these vessels, taken 
on a net charter basis, rates varying from 14s. to 25s. per ton had 
been arranged, equivalent to 24s. to 35s. on a gross charter. In 
lixmg these rates the Sub-Committee had anticipated that only 
a few vessels of the highest class were likely to be required, and that 
the period of their engagement would probably be short ; and they 
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justified the rates by the exceptional risks and wear and tear 
involved, and by the dislocation of business caused by the with- 
drawal of the fastest and most popular vessels from the passenger 
trade. It soon became clear, however, that the war was likely to 
last much longer and that many more vessels would be required 
than had been supposed, and the diminution of the passenger 
traffic rendered the giant liners something of white elephants to 
their owners. Indeed, two or three such ships as the Aquitania 
and Olympic were actually laid up during 1915, owing to the 
heavy loss involved in running them. In these circumstances the 
Transport Department came to the conclusion that they were no 
longer justified in paying rates which, based solely on speed, 
gave a gross annual return of 70 per cent. or even more, on 
the 1914 values of the older ships, more especially as the 
conditions of the service were fully covered by the Admiralty’s 
assumption of war risks and the covenant for reinstatement. 
They accordingly approached the liner companies with a view to 
a revision of the rates, and on 28th October it was agreed that the 
monthly hire should be reduced by 30 per cent. for ships of 17 
knots and upwards, and by 20 per cent. for vessels below that 
speed; the reduction to take effect as from Ist October or the 
completion of one year’s service. 

Apart from these special instances the remuneration of re- 
quisitioned liners remained as fixed in October 1914; that of 
tramps and tankers as determined by the agreement of March 1915. 
The general rights and obligations of owners also remained sub- 
stantially unchanged ; but on one or two points experience had 
suggested the fairness of modifications. The provision of water 
for troops and horses, for instance, was a much more costly item 
on the long voyages occasioned by the subsidiary campaigns, in 
Mesopotamia and elsewhere, than on the cross-Channel movements 
of the Expeditionary Force, and in December 1915 the Department 
agreed to relieve owners of this liability, except on cross-Channel 
passages. In the same month they agreed to pay for all additional 
ballast required, for their own convenience, subsequently to 
requisitioning. 

Meanwhile there was little sign of reduction in the earnings of 
‘free’ shipping. During the summer months, quotations on the 
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majority of routes declined somewhat from their March level ; but 
at no time did they approach the normal, and towards the end of 
1915 they rose to unprecedented heights. 

The curve of values followed the same course. The actual cost 
of construction of new vessels increased steadily, both as regards 
labour and materials ; but now, as always, it was the price of ready 
and second-hand tonnage that responded most readily to market 
conditions. With tonnage rapidly becoming scarce and high 
freights to be earned, the competition for every steamer on offer 
became very keen, and whereas the average book value of all 
cargo steamers afloat in 1912 was estimated at £8 6s. 4d. per ton 
gross,! the average price of second-hand cargo steamers of 5,000 
tons dead-weight and upwards sold during the first six months of 1915 
was £11 8s. ld. per ton gross or £6 13s. 8d. per ton dead-weight.? 

Comparisons based on the sales of individual steamers are apt, 
however, to be misleading, as the price per ton is naturally 
affected by considerations of type, size,? speed, age, and condition. 
A more reliable guide to the course of values is provided by the 
tables prepared for Fairplay, showing the estimated value of 
a new, ready, single-deck cargo-steamer of 7,500 tons dead-weight 
capacity. From a maximum of about £8 17s. Od. per ton in 
December 1900 this had sunk to a minimum of £4 16s. Od. in June 
1908, and by June 1914 it stood at £5 13s. 4d. per dead-weight ton. — 
By December of that year it had risen to £8, and by June 1915 to 
£11 per ton. This represented the price of a ‘ free’ steamer ; one 
already under requisition would naturally realize a lower price. 

Neutral vessels, not being subject to requisition, fetched still 
higher prices, and for the same reason, neutral owners, whose 
ships commanded higher freights than their British competitors 
could obtain, were able to make very tempting offers for second- 
hand tonnage. The sale of ships to foreigners had, however, been 
brought under strict regulation. During the first few months of 
the war, as we have seen, few ships were transferred, other than 
those beneficially owned in the United States; but during the 
winter of 1915-16 the demand revived, and the Government 
decided to take steps to restrict the traffic. 


' Kirkaldy, British Shipping, p. 204. 
® Calculated from prices recorded in Fairplay. 
8 The price per ton is always higher for small steamers, 
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For this there were two reasons. In the first place, it was con- 
sidered inequitable that an owner whose ship was liable to requisi- 
tion should be allowed to evade, in this way, his share of the 
common burden. In the second place, it was necessary that the 
Government should be in a position to prevent any serious deple- 
tion of the available tonnage. We have seen that the steamers 
actually transferred to American registry formed only a small 
proportion of those whose ultimate transfer might be anticipated, 
and apart from this, the continually increasing demand for ships 
for war purposes threatened a shortage of tonnage in which even 
those old and inferior steamers normally disposed of to foreigners 
might become of vital national importance. 

By the British Ships Transfer Restriction Act, which received 
the Royal Assent on 16th March 1915, the transfer of any ship on 
the Register of the United Kingdom to any person or corporation 
not qualified to own a British ship was prohibited, as from 12th 
February of that year, for the period of the war, except when 
special licence had been obtained from the Board of Trade.1 
Similar action was taken in India and the self-governing Dominions. 

In the drafting of this Act there was one serious omission, as 
it failed to take account of the possibility of sales to companies 
incorporated in the United Kingdom but controlled from abroad. 
Such sales would not involve a transfer of flag or exempt the ship 
from liability to requisition; but it was considered desirable to 
bring them under regulation, and in 1916 the gap was closed by 
an amending Act which also prohibited the grant to any foreigner 
of a mortgage putting him in control of a British ship. It provided, 
further, that the restrictions should remain in force for a period of 
three years from the termination of the war.? 

Under these Acts, licences were granted by the Board of Trade 
in consultation with the Admiralty, and as a general rule with a 
very sparing hand, each case being considered on its merits, with 
particular reference to the probability of the vessel being employed 
in British or Allied trade. The sale of old sailing vessels to Scandi- 
navian owners was not, however, greatly restricted. 

In judging the wisdom of this policy, it is necessary to bear in 


1 5 Geo. V, c. 21, Manual of Emergency Legislation, Supplement No. 3, pp. 219-20. 
2 6 Geo. V, c. 42. 
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mind the existing situation. Had the output of new shipping been 
maintained at its normal level, it might well have been advisable 
to allow shipowners to maintain the average efficiency of their 
fleets in the accustomed way; but with the output diminishing 
as rapidly as the losses increased, it became a matter of real 
urgency to retain on the Register even the oldest steamers. It 
must, however, be admitted that the effect was to leave British 
owners saddled, after the war, with a considerable dead-weight of 
obsolescent tonnage. . 

But for the effect of these restrictions it is probable that the 
competition of Allied and neutral shipowners would have forced 
up the price of second-hand tonnage to still greater heights. Even 
as it was, the closing months of 1915 saw cargo steamers of average 
size changing hands at anything up to £13 per dead-weight ton 
for a vessel a dozen years old, while the Fairplay index figure for 
a new, ready 7,500-tonner had risen to £15 6s. 8d. The actual cost 
of new construction had also increased by about £2 per ton on the 
level of 1914. 

In these circumstances, the amounts for which ships were 
entered in the War Risk Associations no longer represented either 
their true value or the cost of replacement. On the loss of a re- 
quisitioned ship, the Government, which did not insure its risks, 
paid the market value at the time of loss, as ascertained by © 
valuation, and whereas the loss of a collier in 1914 was compensated 
at the rate of £7 11s. Od. per ton dead-weight if new, on the basis of 
3 per cent. depreciation, the payment for similar vessels towards 
the end of 1915 worked out, on the same basis, at from £14 to £16 
per ton. For the replacement of a free vessel, the owner could look 
only to the insured value, plus the reserves annually set aside. The 
increase in replacement costs was thus a very serious matter, 
especially for the liner companies, who were obliged, as far as 
possible, to make good their losses by construction or purchase. 

So early as September 1914, when the rise in values first became 
apparent, the Government agreed to suspend the writing off of 
depreciation on the entered value of the ships ; but by March 1915 
it had become evident that some further concession must be made, 
to render the scheme an effective protection to the shipowners 
and to encourage the replacement of shipping by new construction 
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or purchase from abroad. The Board of Trade accordingly agreed 
that, as from the 10th of the month, owners should have the 
- option of increasing by 20 per cent. the insured value of their 
vessels, paying, of course, a premium correspondingly increased. 

The Board further agreed that the Associations should be 
permitted to insure for their own account the amount by which 
the current market value of any vessel exceeded her new insurable 
value. In order, however, to provide a safeguard against exag- 
gerated claims, the extent of such excess insurance was limited 
to £20,000 in respect of any one ship. 

Important as were these concessions, it will be seen that they 
were by no means adequate to cover such an advance in values as 
had taken place by the end of the year, and as from 3rd January 
1916 the limit of increase was raised from 20 to 50 per cent. on the 
original entered values. At this point the concessions stopped, 
and during the course of 1916 the insurable values under the State 
Scheme fell far behind the current market value of the ships. 
On the other hand, it must be remembered that owners, who were 
already making very large profits, were able to calculate on an 
equally large appreciation in the capital value of their ships should 
an opportunity of disposing of them arise. This, however, was of 
little value to those who wished to remain in business and to replace 
their losses, and during 1916 the War Risk Clubs formed subsidiary 
Associations for the purpose of insuring the difference between the 
amount insurable under the State Scheme and the actual current 
value of the vessels. In the working of these Excess Values 
Associations the State took no part, neither receiving any propor- 
tion of the premiums, nor contributing to the losses. Before 
dealing further, however, with the advance in freights and values, 
it is necessary to examine the reactions this advance had already 
produced on the relations between the shipping industry and the 
State. 


CHAPTER VIII 
ATTEMPTS TO SOLVE THE FREIGHT PROBLEM 


Ir was natural enough that a rise in freights so abnormal as 
that which set in towards the close of 1914 should attract wide- 
spread attention, and had this attention taken the form of an 
adequate inquiry into the causes of the advance, its effects would 
have been wholly beneficial. Unfortunately, public opinion was to 
a great extent not only uninformed but misinformed with regard 
to shipping affairs, and much of the discussion tended to obscure 
rather than to illuminate the real issues. Allegations that the rise 
in freights was due to manipulation by the Conferences, and that 
‘Producers do not profit by these greatly increased prices forced 
out of consumers. It is only the shipowners ’, were directly con- 
trary to the facts; but they were widely believed, and produced 
a strong impression.! 

How completely and how generally the situation was misunder- 
stood may be illustrated from the report of the Sub-Committee on 
Prices appointed by the Workers’ National War Emergency Com- 
mittee.? This was no product of irresponsible criticism. The Sub- 
Committee included some of the ablest members of the Labour 
Party, and their report was a serious document, temperately 
expressed and carefully reasoned. It acknowledged the increase 
in working expenses ; and laid some, though insufficient stress on 
the effects of port congestion. Yet the report as a whole displayed 
an astonishing ignorance both of the shipping industry and of the 
actual situation. To take two instances only: it spoke of all 
British-owned vessels trading abroad as ‘lost to Britain as a nation’, 
and it characterized as ‘ manifestly absurd’ the statement that 
25 per cent. of the country’s mercantile tonnage was under 
requisition. It has already been shown that the carriage of goods 

' See e.g. the article quoted, ‘ Why your food is costing more: Shipping Rings, 


Freights, and Prices,’ in Daily News, 13 January 1915. 
* Daily Citizen, 22 January 1915, 
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between foreign ports was of great importance to Great Britain ; 
between 20 and 25 per cent. of the tonnage employed or employable 
- in the ocean trades had actually been taken up. The Sub- 
Committee estimated the proportion at 10 per cent. Their error 
arose in part from the fact that they counted in number of ships 
only, and based their calculation on the total number of steamers 
on the Register of 100 tons gross and upwards ; but the adoption of 
this basis was alone sufficient to vitiate all conclusions with regard 
to the ocean trades. 

The Sub-Committee’s proposals were that requisitioned ships 
should be sent out to * break ’ grain freights, that ships should be 
withdrawn from the trade between foreign ports, and that the 
entire Mercantile Marine should be brought under the control of 
the State, in the same way as the railways, ‘ to protect the popula- 
tion from extortion’. All three proposals were frequently to be 
repeated from many quarters and in varying forms during the 
next two years. It will be our business to see to what extent, in 
what circumstances, and with what results, they were adopted. 
In this report they were put forward as quite simple propositions, 
capable of being carried out by a stroke of the pen and with no 
fear of injurious reactions. The report shows no conception either 
of the fluidity of the world pool of tonnage or of its international 
character ; it ignores entirely both the importance, from the point 
of view of tonnage economy as well as of finance, of British voyages 
between foreign ports, and the importance of neutral shipping 
in the supply of the United Kingdom. Above all, it fails to recog- 
nize clearly the fact that the rise in freights was an indication and 
a consequence of a real deficiency in the total carrying-power 
available for the world’s commerce; that the causes of this 
deficiency were, to a great extent, remediable, and that only in so 
far as they could be remedied, could the consequences of the 
deficiency be averted. 

Stress has been laid upon this report because it gave authori- 
tative utterance to views which were frequently less temperately 
expressed both in the press and in Parliament. The alarm aroused 
by the increased cost of living was well-founded, and it was right 
that any deliberate attempt to profit by the national emergency 
through withholding goods or services should be exposed, and if 
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possible, frustrated. The mischief of the discussion was that there 
appeared to be no general realization that so vast and widespread 
a dislocation of economic activities must inevitably lead to a con- 
striction of purchasing power, whether through a rise in prices or 
through a diminution in supplies, and that measures of price or 
freight restriction which did nothing to increase the supply of 
goods or transport might disguise or postpone, but could not avert 
the consequences of the war. Apart from the frequent gross 
exaggeration of the effect of freights on prices, there was a tendency 
for discussion to centre round the question whether high freights 
were ethically ‘justifiable’, rather than round the practical 
problem of restoring the equilibrium between demand and supply. 
The Government were under no delusion as to the effect of freights 
on prices, and the Prime Minister himself stated, in the House of 
Commons, that they considered freights to be only a minor factor 
of the increase in the cost of living;! but they were greatly 
influenced by public opinion, and they never appear to have 
realized effectively either the limits of the country’s shipping 
resources or the inroads made on those resources by war demands 
and war conditions. Hence State action in relation to shipping 
tended to take the form of empirical attempts to alleviate the 
symptoms of diminishing carrying-power, without any real 
diagnosis of the disease. 

The difficulties of the situation were accentuated by friction 
between the Transport Department and the shipowners. Although 
the system of proportionate requisitioning went far towards 
removing the owners’ chief personal grievance, an incessant stream 
of criticism was still directed against the Department. While 
the owners were responsible for manning, victualling, and storing 
requisitioned ships, they had no control over their employment 
or movements, and they never ceased to contend that wasteful 
use of requisitioned tonnage was largely responsible for the 
extent of the naval and military demand, and consequently for the 
shortage of commercial carrying-power and the advance in freights. 
In support of their contentions the owners and their spokesmen 
pointed to the use, for some months, of liners aggregating over 
100,000 tons gross as prison ships for interned aliens ; to the sub- 


* Hansard, 11 and 17 February 1915. Debate on ‘The Necessaries of Life (Prices) ’. 
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sequent employment of two large steamers as Staff Head-quarters 
and ordnance depot respectively in the Aegean; to the fitting of 
_ ten oil tankers as troopships, only to be found unsatisfactory and re- 
converted after a single voyage. They complained that 5,000-ton 
colliers were kept hanging about. for weeks at the naval bases, 
with only three or four hundred tons left in their holds, to await the 
particular warship to whom their cargo was allocated. They 
drew attention to the dispatch of transports and store ships to 
Mudros so hastily stowed that they had to be sent on to Alexandria, 
to discharge, sort, and reload their cargoes. They laid stress on the 
dislocation caused by the sudden requisitioning of ships already 
fixed for a voyage, and on the waste involved in sending ships out 
on long ballast voyages, to bring home Government cargoes that 
might have been lifted by vessels locally available. At the begin- 
ing of 1916 one speaker in the House of Commons went so far as 
to declare that he possessed a dossier relating to some eighty ships 
that had lost between them over 7,000 ship-days through Govern- 
ment mismanagement.1 

That these were no idle complaints was proved in January 1916, 
when the Mediterranean Transport Commission presented their 
report. It was proved still more emphatically by the very large 
economies subsequently effected through improvements in organi- 
zation, greater attention to stowage, and more careful selection of 
types in the working of requisitioned ships. Nevertheless, much 
of the criticism passed on the Transport Department was unjust or 
misdirected. In the first place, it was quite impossible to use 
ships in naval and military service with the same regard to economy 
of time and space as in commercial employment. In the second 
place, the officials of the Department had no power to refuse and 
no authority to criticize the demands made upon them. Their 
duty was simply to find the ships, and the ships had often to be 
found at very short notice. It was not departmental inefficiency 
that led to the appalling waste of tonnage in the Mediterranean,? 
but the vacillation of the Government with regard to the Darda- 
nelles campaign, and the military optimism which regarded 

1 See Hansard, passim, especially 15 February, 23 December 1915; 26th January, 
17 February 1916. 

2 See Admiral of the Fleet Lord Wester-Wemyss, The Navy in the Dardanelles 
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Mudros merely as a temporary base, where no piers or storage 
accommodation were required. Against many of the abuses for 
which the Transport Department were criticized they had them- 
selves strongly but vainly protested, and the very fact that 
their defence could not be made public increased the keenness 
with which criticism was felt. Unfortunately, while the depart- 
mental officials had, frequently, little acquaintance with the 
shipping industry, many of the shipowners were equally ignorant 
of the difficulties with which the Department had to contend. 
Thus there grew up an amount of friction and suspicion the more 
regrettable that, on both sides, it was based largely on misunder- 
standing. 

The whole discussion of shipping problems, whether in the 
press or in Parliament, was carried on in a somewhat heated 
atmosphere by no means conducive to a satisfactory solution. The 
truth was, so long a time had elapsed since the last naval war 
that the nation had forgotten how heavy a price must inevitably 
be paid for so great an upheaval. In 1809-12, when Napoleon was 
endeavouring to enforce the Continental System, freight and 
insurance on Baltic products such as timber, wheat, hemp, and 
tallow rose to 10, 11, 12, and even 14 times the normal.! That, 
of course, was due to exceptional conditions in the Baltic trade, 
but a study of freights and prices during the wars of the sailing — 
era might at least have suggested the vanity of the hope that 
a world-wide struggle could be maintained without economic 
reactions. The real danger, however, lay in the persistency with 
which the causes of the existing rise in freights was overlooked. 
The very enterprise and ability with which the shipowners had 
met the demands upon them encouraged a false optimism. The 
volume of imports during the first eighteen months of the war was 
maintained at a level so nearly approaching the normal, that the 
tonnage available for commercial purposes was assumed to be 
ample. It was not appreciated that the freights themselves bore 
witness to the strain imposed on the available carrying-power, and 
that any further depletion of commercial tonnage, whether by 
losses or by requisitioning for naval and military purposes, must 
inevitably be followed by a still further rise in freights, or by 


1 Cambridge Modern History, vol. ix, pp. 241-2. 
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a diminution of supplies, or both. This tendency to consider the 
problem of freights as separable from the problem of carrying- 
power was the main obstacle to any adequate attempt to deal with 
the real sources of the evil. 

It was the control of freights rather than the more economical 
use of tonnage that inspired the demand for State Control of 
shipping; but whether desirable or no, the extension of State 
Control over all shipping in commercial employment, even in the 
form subsequently adopted, was at this time a sheer impossibility. 
The Government had simply no organization capable of taking 
on such a tremendous task. The analogy frequently suggested 
with the railways was altogether false. For the purpose of safe- 
guarding the movement of troops and military stores, the Govern- 
ment had entrusted the control of railway traffic to an Executive 
Committee of Railway Managers, and had agreed to guarantee the 
Railways their average profits during the three years immediately 
preceding the war, on condition that railway rates were not raised, 
any deficiency due to increased working expenses being met by 
a Government subsidy. This artificial restriction of railway rates 
was not without its disadvantages. It encouraged unnecessary 
traffic at a time when the railways were badly congested, and thus 
blocked the distribution of essential imports from the ports. It led 
to a considerable diversion of traffic from the coasters to the rail- 
ways, thus further congesting the lines, hampering the distribution 
of imports, and assisting to block the ports and reduce the annual 
carrying-power of the ships. But whether all the details of the 
transaction were wise or unwise, the problem of the railways 
differed widely from that presented by ocean transport. The 
number of individual concerns to be controlled was much smaller, 
the conditions much more uniform; the exercise of arbitrary powers 
was facilitated by the restricted area of operations and the close 
and constant touch maintained with the consumers through the 
local officials. Goods could be diverted, and deficiencies made 
good at a few hours’ notice. Above all, the problem was wholly 
domestic. The railways, the goods, the consumers all lay within 
the jurisdiction of the State. The problems were essentially 
different from those of an industry worldwide in its activities and 
international in character. 

K2 
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It was, indeed, suggested that, without taking over the running 
of the ships, the Government should fix maximum freights on all 
cargoes carried in British vessels. To this course there were two 
grave objections. In the first place, unless the Government were 
prepared to dictate in detail the cargoes to be carried, the elimina- 
tion of freight competition would destroy the only available 
index to the relative urgency of the competing demands on the 
restricted cargo-space available. In the second place, the proposal 
ignored entirely the part played by foreign shipping in the supply 
of the United Kingdom. In view of the steady decrease in the 
available British tonnage, it was of the first importance that the 
services of neutrals should be retained; but if the freights on 
British ships were fixed substantially below the market level, it 
was obvious that neutrals must either conform to the British rates 
or cease to obtain charters, and there could be little doubt that a 
large proportion of the foreign shipping engaged in trade to or from 
the United Kingdom would go off to more lucrative employment. 

The use of requisitioned shipping to break freights was an 
equally impracticable proposal. Unless the Government were pre- » 
pared to take over the entire purchase and distribution of any 
commodity, the effect of making tonnage available at Blue Book 
Rates for a portion of the imports must be to place individual 
shippers or importers at an advantage over their competitors. If 
they cut prices accordingly, other firms, who were paying market 
freights, would be discouraged from operating and supplies would 
be diminished ; if they maintained prices, the whole benefit of 
lower freights would go into their pockets. This objection could be 
met by extending the employment of requisitioned shipping to the 
whole of a particular import ; but this also would involve, almost 
inevitably, State purchase of the whole of that import, since by no 
other means could the benefit of any saving in freight be guaranteed 
to the consumer. Moreover, if the ordinary regulating influences 
of a free freight market were destroyed, State regulation of the 
imports would be necessary, in order to avoid either the holding up 
of requisitioned tonnage to suit the convenience of shippers or 
a rush of arrivals with which the ports would be unable to cope. 
Shipping, it cannot be too often repeated, is the servant of com- 
merce, not commerce of shipping, and every consideration tended 
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to prove the difficulty, if not the impossibility, of controlling either 
the freights or shipping movements in any trade, unless that trade 
itself were first controlled. 

In any event, no measure of freight limitation could increase by 
a ton the carrying-power available. The suggestion for the with- 
drawal of ships from foreign waters did at least attempt to deal 
with this fundamental problem. Here again, however, the pro- 
blem was not so simple as it looked. A great deal of loose tonnage 
had already been drawn in, as a result of the desire to maintain 
fixed services and of the demands of the freight market. It was 
estimated that, during the first twelve months of war, seven in ten 
of the voyages made by British ships, as compared with the 
normal six in ten, began or ended at a port in the United Kingdom.1 
All loose tonnage on the market had already been absorbed, and 
if further ships were arbitrarily withdrawn, it was practically 
certain that the consequent shortage of tonnage and forcing up of 
freights in distant waters would lead to neutral shipping going off, 
to fill the gap, from the trade of the United Kingdom itself. The 
result would thus be a mere exchange of tonnage, in which Great 
Britain would lose the services of the diverted ships as an item in the 
adjustment of the trade balance, and the shipping industry would 
be penalized in post-bellum competition by the break-up of long- 
established connexions. Moreover, a large proportion of the ton- 
nage was, in point of fact, unavailable, as it was engaged in services 
for the Oversea Dominions or for the Allies of Great Britain, from 
which it could not be diverted without disastrous consequences. 

The only solution that could be both effective in itself and 
free from injurious reactions must be one that went to the root of 
the whole problem, the restoration of an equilibrium between the 
total carrying-power available for the world’s commerce and the 
demands upon it. Down to the end of 1915, the destruction of 
tonnage was made good by new building in Great Britain and abroad 
and by bringing into service enemy shipping seized by the Allies, 
and during the first half of that year the actual tonnage available 
was probably equal to the demand, even after allowing for ships in 
naval ormilitary service. Tonnageandcarrying-power, however, are 
two very different things, and as we have seen, the annual carrying- 


1 Liverpool Steam Ship Owners’ Association, Report for 1915, p. 13. 
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power of the ships had been greatly reduced, despite the heavier 
cargoes carried. So far as this was due to the greater length of 
voyages, or to an increase in ballast voyages, occasioned by the re- 
distribution of trade, it was an unavoidable consequence of the 
war; but the port delays stood in another category, and they 
were probably the biggest factor in the problem. 

So at least it appeared to the shipowners. There were doubtless 
many owners whose vision was bounded by the immediate profits 
to be obtained ; but those who spoke for the industry were capable 
of taking a broader view. Even from a strictly business point of 
view they regarded the situation as unsatisfactory. Remunerative 
as were the freights obtainable, a large part of the profits on a 
voyage could be swept away by port delays, and the prevalence 
of such delays made it impossible to fix ships ahead with any 
certainty. The whole business of shipping had become speculative 
to an unhealthy extent, and the leading owners would have wel- 
comed a return to sounder conditions, even though accompanied 
by a substantial reduction in freights. 

An opportunity of expressing their views occurred in January 
1915, when the President of the Board of Trade called a con- 
ference of owners representing the great shipping organizations, to 
discuss the problem of abnormal freights. As a result of this 
conference the owners presented a memorandum, dated 22nd 
January, in which they analysed at some length the causes of the 
advance. They emphasized such factors as the increase in working 
expenses and the redistribution of trade, and they urged strongly 
the need for releasing any redundant tonnage in naval or military 
employment ; but the point on which they laid chief stress was the 
waste of carrying-power caused by the blocking of the ports, and 
their practical suggestions were mainly directed to removing the 
causes of port congestion. For this purpose they proposed that 
the naval and military demands on port facilities should be 
reviewed, and if possible cut down; that the railway trucks re- 
maining in commercial employment should bepooled, witha view to 
working them to their maximum capacity ; that penal rents should 
be charged on goods not promptly removed from the quays, and that 
an inquiry should be instituted into the labour supply at each port. 


1 Memorandum printed, in full, in The Times, 28 J: anuary 1915, 
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The importance of these proposals can hardly be exaggerated. 
At a later date all were adopted with very beneficial results, and 
had they been carried into effect at once, there can be no doubt that 
the annual carrying-power of the ships would have been substan- 
tially increased, with the inevitable result of a fall in freights ; 
but though the Transport Department and the Admiralty were 
also calling attention to the matter, nothing was done for the 
moment, beyond the appointment of a Board of Trade Committee 
to consider generally the question of port facilities. The trucks 
were not pooled ; valuable dock premises continued to be used as 
barracks ; transport workers continued to be enlisted for the 
Army ; the quays and transit sheds continued to be used as ware- 
houses for Government as well as private cargo; the delays to 
shipping grew more and more serious, and freights continued to 
rise. When, at last, steps were taken to deal, tardily and im- 
perfectly, with this vital question, the mischief had gone too far to 
be easily remedied, and throughout 1915 and 1916 the condition 
of the ports continued to be one of the most important factors— 
perhaps the most important—in that deficiency of carrying- 
power which found expression in the abnormal cost of sea- 
transport. 

So long as the extreme congestion of the ports continued, the 
benefits to be derived from any accession of new tonnage were 
bound to be partially neutralized; but the importance of in- 
creasing the supply of tonnage was obvious, and the shipowners, 
with big profits to be earned, were eager to extend their fleets. 
Down to the end of 1914 the shipbuilding output was satisfactory, 
and had the owners been free to place and the yards to execute 
orders, there is no doubt that the level of output would have been 
maintained or increased. Neither owners nor builders, however, 
were their own masters. Not only had many skilled workers been 
recruited for the New Armies, but the Admiralty had been given 
an absolute priority over the whole shipbuilding resources of the 
country, and so great were their demands on slips, labour, and 
materials, that mercantile shipbuilding was almost entirely sus- 
pended, save for the completion of ships already in an advanced 
stage of construction, and even for these it was difficult to obtain 
the necessary facilities. Hence by the second quarter of 1915 the 
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output had dropped to little over one-third of the pre-bellum 
average. 

There was, however, one ready source of available new tonnage. 
Although the passive attitude of enemy shipping afforded few 
opportunities for British cruisers to make prizes after the first few 
days of the war, a large number of German and Austrian vessels 
had been seized on the outbreak of war, or captured in German 
colonial ports. In all, about 700,000 tons had fallen into British 
hands, of which approximately half was‘ good prize’, and the 
remainder was liable, under Hague Convention No. 6 of 1907, to 
detention for the period of the war. Such detained tonnage was 
also liable, under the Convention, to requisition by the British 
Government, subject to subsequent restoration or the payment of 
compensation in the event of loss. 

Although prizes were no longer sold for the immediate benefit 
of the captors, the Navy as a whole benefited by the proceeds 
through the Naval Prize Fund, and as the prices realized by the 
ships first put up to auction were low, further sales were deferred 
until a more favourable opportunity. Moreover, the Prize Court 
proceedings in respect both of captured and detained ships were 
often lengthy, especially in the oversea courts. The importance 
of bringing this great block of tonnage into service was, however, 
obvious, and at the beginning of 1915 the Liverpool Chamber of 
Commerce passed a resolution urging that all prizes should be 
promptly sold.1. There was now no difficulty in obtaining high 
prices for the ships, but the Transport Department represented 
that it was hardly fair to ask shipowners to bid for them at the 
inflated prices then ruling, while so many of their own vessels 
were still being requisitioned at rates far below the market level. 
One alternative was to employ the prizes in trading on Government 
account, and many of the steamers that had come under the control 
of the Government of India and the Australian Commonwealth 
were actually used in this way, and helped to relieve the local 
tonnage shortage. Here again, however, it was felt that an objec- 
tion might well be taken to the use of prizes to earn market freights 
for Government account while British steamers were being 
requisitioned at Blue Book Rates ; in fact the use of Indian and 


1 Lloyd's List, 6 January 1915. 
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Australian prizes in this way continued to be a sore point with 
shipowners throughout the war. Moreover, the Government had 
no effective machinery for running the vessels, and there was some 
doubt as to the reception of detained ships in neutral ports. Such 
ships could, however, be used in the coasting trade, and so early 
as October 1914 the Newcastle Quayside Advisory Committee 
suggested that they should be employed in the carriage of coal 
from the Tyne to London, where tonnage was very short in con- 
sequence of the Admiralty demand for colliers. As a result, 
too, of the danger areas and navigational restrictions in the 
North Sea, the length of the voyage was doubled or trebled, and 
by January 1915 freights had risen to four and a half times the 
normal. In that month the Government accordingly decided to 
place thirty-four interned steamers in the hands of Messrs. Everett 
and Newbeggin, shipowners of Newcastle, to be run on behalf of 
the Transport Department. It was necessary, of course, to avoid 
such competition as might tend to drive other ships out of the 
trade; but the managers were instructed to quote rates a little 
below the market level, and the effect was, temporarily, to check 
the advance.! Most of the vessels detained in United Kingdom 
ports were eventually employed in this way in the coasting trade. 
Of the prizes and the steamers detained abroad and handed over 
to the Imperial Government, a few were let out on time charter 
or run by managers on Government account; but the great 
majority were entrusted to the Transport Department for naval 
or military use, the Department paying into the Prize Fund, Blue 
Book net charter rates. 

By this use of prizes for transport work a somewhat difficult 
problem was settled equitably and without friction. The increasing 
demands of the war services readily absorbed all the prize tonnage 
available, and the nation received the benefit of this addition to the 
carrying-power available. The shipowners also benefited, in- 
asmuch as the Transport Department were able to release, or rather 
to dispense with requisitioning, an equivalent number of British 
ships. Nor was this the only way in which a more economic use 
of tonnage was found to be compatible with consideration for the 
industry. Reference has already been made to the appointment 


1 Tbid., 18 January 1915; Hansard, 10, 11, 17 February, 4 March 1915. 
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of the Transport Department Advisory Committee. In every way, 
the appointment of this Committee was an event of outstanding 
importance. It introduced the principle of associating practical 
shipping men with the work of the Department, and the immediate 
results were uniformly beneficial. We have already seen how much 
the Committee did to secure a more equal incidence of the burden 
of requisitioning, and apart from the abstract justice of the step, 
there is no doubt that this had a valuable effect in reducing the 
possibilities of friction between the Department and the owners. 
The main function of the Committee, however, was ‘ to examine 
the employment of cargo vessels under requisition in conjunction 
with the Director of Transports, and to obtain the release of such 
vessels as can be spared’. Owing to the continual increase in the 
demand, the Committee were able to effect no real reduction in the 
tonnage employed ; but by economies in organization, they were 
able, in conjunction with the staff of the Department, to do some- 
thing to check the increase. Their great achievement, however, 
was the development of a system of ‘ temporary release ’ which 
added largely to the available carrying-power, while lightening the 
burden of requisition. No waste of tonnage was more serious than 
that involved in the great number of ballast voyages made by 
returning Admiralty colliers, and in the Mediterranean especially 
this waste was emphasized by the fact that there was a distinct 
shortage of tonnage in the ore trade, in which the freights offered 
were attractive neither to British nor neutral shipowners in view 
of the bad conditions at Spanish and North African ports. By the 
new system, an empty collier was released to her owners at one of 
the Mediterranean bases, on condition that she should be fixed 
at once to load a homewards cargo of named description, usually 
ore, and redelivered to the Transport Department on completion 
of discharge in the United Kingdom. As the war went on, the 
application of the system and the range of homeward cargoes was 
considerably extended, but it was always in the Mediterranean, 
and in the ore trade, that it was most important. 

The chief difficulty in connexion with the system arose from the 
provision that coal left in the bunkers should be taken over at the 
current local rates. These were frequently so high that, when a 
ship was released with any considerable quantity of bunkers still 
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on board, the cost of taking over the coal swamped the profit on 
the homeward voyage, and a compromise was eventually agreed, 
by which the owners were charged local rates for ‘a reasonable 
quantity ’, say three days steaming, and paid United Kingdom 
price for the balance. 

When, for this or any other reason, the owner refused to accept 
temporary release, the Department themselves fixed the ship at 
current freights for the homeward voyage. In some such instances 
the owners laid claim to the resulting profits, on the ground that 
the work performed fell outside the scope of the requisition ;_ but 
this claim was always refused, and was, in truth, manifestly un- 
reasonable, since the owners had refused the offer of release and 
could not have been made liable for any loss incurred. Only one 
case was actually carried to arbitration, and in that the arbitrator 
decided in favour of the Department. 

Both the use made of enemy tonnage and the system of tem- 
porary release represented a serious attempt to grapple with the 
problem of carrying-power ; but the Government were, as yet, less 
concerned with the possibility of a shortage of supplies than with 
the political effect of the outcry against abnormal freights. It was 
in connexion with the price of necessaries that this agitation had 
become most formidable, and in respect of three essential food- 
stuffs—wheat, sugar, and meat—they applied themselves, during 
1915, to the problem of direct freight limitation. 

A beginning was made with sugar. Owing to fear of a great 
rise in prices through the substitution of cane sugar from distant 
sources for the beet sugar formerly derived from Europe, the Royal 
Commission on Sugar Supplies had been given a monopoly of the 
import. For the carriage of their purchases the Commission had 
at first chartered on the open market, but by centralizing chartering 
through Messrs. Alfred Holt & Co., they had obtained ample ton- 
nage at moderate rates to lift the Java crop. Indeed, operations, 
so far as purchase and transport were concerned, had been almost 
too successful, inasmuch as the imports during the four months 
ending January 1915 exceeded the normal by over one-third, and 
accumulations of sugar at the docks contributed materially to the 
congestion of the ports. 

By January 1915, when it became necessary to fix tonnage for 
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lifting the Cuban crop, the Commission had become alarmed at the 
rise in freights, and, backed by the Home Office, they applied for 
requisitioned tonnage to carry the sugar,gnot on temporary release 
but at Blue Book Rates. This demand raised a question of prin- 
ciple of great importance. Hitherto, requisitioning had been con- 
fined practically exclusively to shipping required in the actual 
conduct of the war, and it may safely be said that neither when the 
Requisitioning Proclamation was issued nor when the Blue Book 
Rates were fixed was anything further contemplated. The new 
demand stood on an altogether different footing. It amounted to 
acceptance of the proposition that the State was entitled to deprive 
the shipowner of his right to market freights on any cargo bought 
for Government account, and with no other object than to keep 
down prices in the United Kingdom. 

To keep down prices was obviously desirable, but unless it were 
possible to control all prices, freights, profits, and wages—to limit 
throughout the whole field of economic activity the reactions of 
the war—it was possible to question either the justice or the 
utility of discriminating against the owners of tonnage required to 
carry one particular article, which happened to be a Government - 
monopoly. On the other hand, the fact that sugar was a Govern- 
ment monopoly ensured the possibility of passing on to the con- 
sumer the benefit of any saving effected. As against this, there was 
a strong probability that the withdrawal of additional tonnage 
from the freight markets would increase the competition for the 
ships that remained free, and thus assist to raise freights on other 
imports. 

Almost simultaneously a claim for the allocation of requisi- 
tioned tonnage was made by the French Government, who were 
desirous of keeping down, by securing carriage at Blue Book Rates, 
the cost of coal for the State Railways and also for the Nord and 
Est systems. These railways were of such enormous military im- 
portance, and were so largely used by the British troops themselves, 
that the demand might fairly be said to come under the heading 
of direct war service, and no objection was raised to its fulfilment ; 
but the Transport Advisory Committee strongly protested against 
the use of requisitioned tonnage for sugar. They did not, indeed, 
dispute the legality of the demand, although, as we have seen, it 
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was open to question ; but they did dispute the wisdom of granting 
it. They pointed out that, while ships whose employment was 
subject to naval and military exigencies could not, in any event, 
be operated with the normal regard to time and space economy, it 
was of the utmost importance that the diminished tonnage avail- 
able for the carriage of imports should be worked to its maximum 
capacity. However willing the owner of a requisitioned vessel 
might be to do his best for the State, the substitution for competi- 
tive voyage freights of a flat time-rate removed not only the in- 
centive of profit, but the index to efficiency that it afforded, and 
tended to diminish the normal sense of personal responsibility 
on the part of all concerned in the loading, running, and discharge 
of the ship. 

Rightly or wrongly they were over-ruled, and a precedent was 
set up which foreshadowed much wider developments of the requisi- 
tioning principle in the later stages of the war. Indeed, it was 
followed almost immediately by a proposal that requisitioned 
shipping should be employed to carry the wheat purchases effected 
in Argentina by the Cabinet Committee on Food Supplies, with 
the object of ensuring ample army supplies and building up a 
civilian reserve. Later, a similar proposal was raised with regard 
to the Indian surplus, which had been bought up by the Govern- 
ment of India in order to prevent hoarding by the native producers, 
and application was also made for assistance in shipping the 
Canadian crop. All three proposals were strongly opposed by the 
Transport Department Advisory Committee, and all three were 
ultimately rejected. In each instance it was a part only of the 
wheat supply that would be affected, and all the objections 
already discussed in connexion with the use of requisitioned 
tonnage to break freights applied to the fullest extent. 

The meat import, on the other hand, was, like that of sugar, 
a Government monopoly. Mainly for the purpose of ensuring 
supplies to the British and French armies, the Board of Trade had 
entered into contracts covering the greater part of the Argentine 
output, and in February 1915 they acquired, through the medium 
of the Dominion Governments, the whole exportable surplus in 


1 As regards the Indian wheat the decisive factor was the decision of the Vice-regal 
Government to sell at market rates, which implied that any saving in freights would 
simply swell the profits instead of benefiting the consumer. 
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Australia and New Zealand. Meat not required for the Armies was 
placed on the market through ordinary trade channels, but the 
Board were now practically the sole importers. In Australasia 
they had also a monopoly of supplies, and their only difficulty was 
the shortage of insulated tonnage, especially in New Zealand, 
arising from the use of Australasian liners as transports. In South 
America, however, the greater part of the output was controlled 
by the American Meat Companies, and the strength of the demand 
arising from War Office and French requirements led to fears of 
a substantial rise in prices. Moreover, while the rise in freights had 
not hitherto been very serious, the Board were apprehensive of 
further advances in the Plate trade. 

For the solution of both these problems the Board looked to 
obtaining control of the ships by which the meat was carried. The 
shortage of tonnage in the Australasian trade was very unequal 
in its incidence as between the various ports, and could to some 
extent be remedied, now that all purchases werefor a single account, 
by running the whole trade as a unit and diverting tonnage as 
required to the ports where shortage was acute. Moreover, there 
were many small ports, especially in New Zealand, where the liners 
were in the habit of calling, but where little meat was shipped. The 
services to such minor ports were of great importance in developing 
the general trade both of the country and of the lines; but for 
the immediate purpose of lifting the greatest possible quantity of 
meat in a given time they had little value, and by eliminating or 
reducing these stoppages a substantial economy of time, and there- 
fore of tonnage, could be effected. 

In the Plate trade, control of insulated shipping would enable 
the Board to oppose to the Meat Companies’ monopoly of output 
a monopoly of carrying-power ; for the number of ships under 
foreign flags suitable for the carriage of meat was so small as to be 
practically negligible. The Board would thus be placed in a very 
strong position for the purposes of negotiation, and might reason- 
ably hope to keep down f. 0. b. prices as well as freights to a 
moderate level. 

Merely to requisition the ships would not, however, solve the 
problem. Even as regards the running of ships requisitioned for 
naval and military service, the Transport Department relied 
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largely on the services of the owners, and to take over for com- 
mercial employment two great groups of liner services, with all 
_ their elaborate organization at home and abroad, was a much more 
difficult and complicated matter. Moreover, the Board desired 
only. to obtain control of the insulated space in the vessels, and 
had neither the will nor the power to make effective use of the 
passenger accommodation, nor of the holds devoted to general 
cargo. 

The matter was obviously one for special agreement, and the 
conference system, in which the Australasian and South American 
trades were strongly organized, supplied both the channel of 
negotiation and the machinery of control. At a meeting, in 
February 1915, with the owners of the Australasian lines, the 
Board expressed their desire to charter at fixed rates and for the 
period of the war the entire insulated space in the ships, on terms 
giving them the right of diversion, and at a second meeting, in 
March, terms were agreed which came into operation on the 8th 
of that month. It was necessary, however, that the shipowners 
should be protected against the consequences of any breach of 
existing agreements arising from the directions given by the Board, 
and for this purpose an Order in Council was issued on 13th April 
formally requisitioning for the carriage of refrigerated produce all 
insulated space in British ships usually engaged in the Australian 
and New Zealand trade; on 29th April, as the result of a similar 
agreement with the owners in the Plate trade, another Order was 
issued requisitioning the insulated space in the South American 
liners. 

The terms agreed with the Australasian shipowners were 
72s. 6d. per ton of 40 cubic feet refrigerated space on each voyage, 
a slight advance only on the existing rates. In the Plate trade 50s., 
55s., or 60s. per 40 cubic feet was paid, according to the class of ship. 
Both rates were fixed for the period of the war, and represented an 
average advance of about 4 per lb. on the freights ruling in July 
1914. Since the entire responsibility for all meat shipments was 
now accepted by the Board, who were also taking power to divert 
vessels, the agreed rates were paid in full for the whole insulated 


1 Order in Council, No. 303 of 1915, requisitioning insulated space in Australian 
shipping, Manual of Emergency Legislation, Supplement No. 3, pp. 362-4; No. 385 of 
1915, requisitioning insulated space in Plate Shipping, zbd., pp. 365-7. 
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space whether filled or no; but when a full cargo was not forth- 
coming, the Board were generally able to fill the space with dairy 
produce, fruit, or, on occasion, even non-refrigerated cargo. For 
these they charged the shipper a freight based on the agreed flat 
rate; but with such transactions the shipowners were not con- 
cerned ; they received the flat rate of hire, and merely collected 
these outside freights for account of the Board. In the Plate trade 
the meat companies were at first permitted to ship in each vessel 
a small proportion of chilled beef on private account, and the 
freights on such meat were in the same way collected and paid 
over to the Board. 

Terms with regard to demurrage and deviation were also 
agreed. As regards demurrage, the general principle was that the 
Board agreed to pay when the delays were directly due to their 
own orders or policy, but not when they arose from the general 
dislocation caused by the war. As regards diversion, the Board 
received general powers to alter, add to, or suspend the usual 
sailings and intermediate stoppages in each trade, but they did 
not, at the moment, contemplate any large diversions from the 
Australasian to the Plate trade, or vice versa, and in the Australian 
trade itself they agreed not to divert passenger steamers without 
the owners’ consent. Where diversion involved an appreciable 
direct loss or expense to the owners, as in respect of vessels running 
under mail contracts,reasonable expenses were paid. An additional 
4d. per lb. to cover port charges was also paid on all meat landed in 
French, Egyptian, or other oversea ports. 

The working of the whole scheme was entrusted, under the 
supervision of the Board, to two Committees of Shipowners in 
London, appointed respectively by the Plate and Australasian 
Conferences, and to Sub-Committees in Australia, New Zealand, 
and the Plate. The London Committees looked after the general 
adjustment of sailings to the meat programme; the Sub-Com- 
mittees, on which shippers as well as shipowners were represented, 
dealt with the detailed allocation of the space available at the 
various ports. As regards outwards cargo and non-refrigerated 
space on the homewards voyage, the lines were their own masters. 

One service only, that of the Nelson line, was exempted from 
the requisitioning orders. This line was bound by long-term con- 
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tracts with the Plate meat companies, the benefit of which had 
been acquired by the Board of Trade, and as the rates under these 
contracts were below those now agreed, the Board preferred to hold 
the line to their contracts.!_ The shipowners protested against this 
decision, and carried the matter to arbitration ; but the arbitrator 
decided that the Board were entitled to take full advantage of their 
position. Accordingly the ships continued to run at the old rates, 
and the space was only brought under requisition as the contracts 
ran out.? 

It will be observed that, despite the formal Requisitioning 
Orders, the basis of the whole scheme was an agreement with the 
liner conferences. Throughout the war the co-operation between 
the shipping companies and the Board was close and friendly. Any 
difficulties that arose were promptly and smoothly adjusted, and 
on all claims for deviation or demurrage the decision of the 
average adjuster, Mr. William Richards, retained by the Board for 
this purpose, were accepted by both sides practically without 
dispute. One or two owners were inclined to complain that the 
President of the Board of Trade had driven a hard bargain with 
them ; but on the whole the agreed rates were cheerfully accepted, 
in view of the fact that the Board’s monopoly of imports enabled 
all savings to be passed on to the consumer, and the monopoly 
of insulated space enabled them, to some extent, to control f. o. b. 
prices abroad.* It was, in fact, this monopoly character of the 
trade that induced even those usually most hostile to State Control 
to look favourably on the scheme. It did not prevent an advance 
in prices—although the advance in freights was Id. a pound, at 
most, the retail prices of meat for civilian consumption had risen 
before the end of 1916 by an average of about 5$d.—but it did 
undoubtedly check that advance, and it accomplished this without 
any injurious reactions on supplies, or on the supplies and prices 
of other commodities. The actual running of the ships remained 
in the hands of their experienced owners, who were paid, even for 

1 Hansard, 10 June 1915. 

2 Power to requisition the insulated ae in ships belonging to the Nelson Line 
and Nelson Steam Navigation Co. was given by Order in Council of 14 October 1915, 
Two months later, on 15 December, a further Order in Council was issued, empowering 
the Board of Trade to requisition the insulated space in any ship registered, or to be 
registered, in the United Kingdom. 


3 Hansard, 10 June 1915. 
1569-59 L 
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the requisitioned space, on a voyage, not a time basis; they 
remained, subject to minor diversions, in their accustomed trades ; 
the space requisitioned was used for the carriage of the only com- 
modities with which it was normally filled ; the whole trade was so 
highly specialized that the general freight markets were unaffected. 

None of these conditions applied to wheat, and it was not 
until nearly the end of 1915 that any direct action with regard to 
wheat freights was taken by the Government. By that time the 
whole shipping situation had become appreciably more acute, and 
had produced, among other results, a new departure in the relations 
of the industry and the State. 


CHAPTER IX 
THE BEGINNINGS OF CONTROL 


Tue action taken during 1915 with regard to meat and sugar 
did little to abate the demand for an extension of State control 
over freights in general, and more particularly for the fixing of 
maximum freights on grain. It was not generally realized that 
conditions in the meat trade were exceptional, and there was 
a widespread expectation that what had been done for one of the 
two primary foodstuffs would be done also for the other. 

Apart from the question of the relation between freights and 
prices, there was a strong feeling against the accumulation of 
abnormal profits by any particular class as the result of a war 
which must inevitably impoverish the nation as a whole. In the 
munitions industries, the consent of the workers to interference 
with their ordinary freedom of contract and to the suspension of 
trade-union regulations had been purchased by restricting the 
profits of controlled firms, and many people were desirous of 
applying the same principle to all industries in which abnormal 
profits were being made as the result of the war. 

This condition unquestionably obtained in the shipping 
industry. The profits of the great lines running mixed passenger 
and cargo services were limited not only by the comparatively low 
freights on general outwards cargo, but by a considerable reduction 
in the volume of exports and by the practical disappearance of the 
passenger traffic. Those of the cargo liners and tramps were 
enormous. It is true that a large proportion of many of the fleets 
was under requisition ; but even Blue Book Rates yielded a better 
return than the average of the last dozen years or so of peace, and 
the withdrawal of every ship taken up for Government service 
assisted to force up freights on the remaining free tonnage. The 
actual dividends distributed by the cargo-boat companies whose 
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accounts, published in 1915, were analysed in Facrplay, averaged 
no more than 11-43 per cent., or rather below the figure for 1913, 
and the allowance for depreciation, though handsome, was less 
than in that year;! but the period covered by many of the 
accounts included several months of comparatively low freights 
in 1914, and the current earnings of shipping during the calendar 
year 1915 were at a much higher rate. Moreover, the level of 
profits varied widely as between owner and owner, according to 
the character of the trade and the proportion of free tonnage in 
the fleets. Even in the Fairplay list, including eighty-two 
companies, twenty, whose fleets included a large proportion of 
free ships, or whose accounts were published late in the year, paid 
dividends ranging from 20 to 40 per cent., and it was common 
knowledge that during a great part of 1915 still larger profits were 
being earned by many ships. 

These profits were due, as we have seen, not to any exceptional 
rapacity on the part of the shipowners, but to conditions for which 
they had done their best to point out a remedy. So far as these 
conditions were remediable, profits could be brought down by 
measures directed to the larger problem of ensuring supplies, and 
it was a grave national misfortune that the urgency of such 
measures was so little appreciated. So far as war conditions 
rendered high profits inevitable, a part at least could be diverted 
to the national exchequer by taxation. 

Shipping was subject, of course, like all other industries, to the 
increased rates of income-tax and super-tax imposed during the 
war ; but the first attempt at differential treatment was made by 
the Finance Act of 1915, which brought the industry within the 
scope of the Excess Profits Duty. The fiscal merits of this form 
of taxation need not be argued here ; if an Excess Profits Duty was 
to be levied at all, the shipping industry was obviously a proper 
subject for its application, for the profits were admittedly abnor- 
mal and due to war conditions. It is true that the shipowner had 
some special claim to consideration, imasmuch as his neutral 
competitors were reaping a yet richer harvest, and were in a 
position to accumulate large reserves for the purpose of post 


* The actual profit from voyages, less 5 per cent. depreciation, showed a percentage 
of Bri on book values. There were stili, however, arrears of depreciation to be made 
good, 
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bellum competition. On the other hand, the adoption as a datum 
line of the average profits for three years immediately preceding 
the war was peculiarly favourable to the shipping industry, which 
had enjoyed during those years a period of exceptional prosperity. 
In view of this fact, and of the profits disclosed by the published 
accounts, the claim to exemption put forward by some of the 
shipowners’ representatives in the House of Commons created 
a bad impression.! It was not, however, backed by any concerted 
opposition on the part of the industry as a whole. The Ship- 
owners’ Parliamentary Committee, the Chamber of Shipping, and 
the Liverpool Steam Ship Owners’ Association confined themselves 
to suggesting certain modifications of detail, such as provision for 
allowance in respect of repairs and renewals inevitably postponed 
until after the war. 

With the Excess Profits Duty itself we shall deal later; but 
there is one point that must be mentioned here. It has been 
alleged that from the date (21st September) when the Chancellor 
of the Exchequer announced the Excess Profits Duty of 50 per 
cent., the shipowners set to work to raise freights until the 50 
per cent. left to them became equivalent to the whole profits 
before the tax was imposed, thus defeating its object, by passing 
the whole burden on to the consumer.? 

It is undoubtedly true that freights, which had been stabilized 
to some extent during the summer of 1915, began to rise again 
in September of that year, nor is it improbable that the effect 
of the new taxation was to stiffen the attitude of some owners 
towards charterers. It is quite clear, however, that neither the 
whole nor any large proportion of the new advance can be attri- 
buted to this cause. In the first place, any general attempt by 
British shipowners to extort freights appreciably above the level 
dictated by the relation of supply and demand would have been 
automatically checked by neutral competition. In the second 
place, the rise in freights followed naturally and closely the 
development of the shipping position. 

The comparative stability of freights during the summer of 
1915 may be attributed, in the main, to three causes. First, the 


1 Hansard, 27 October, 3 November 1915. 
2 See Cuthbert Maughan, ‘The Shipping Problem’, in Quarterly Review, No. 447, 
April 1916. 
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initial dislocation caused by the war had died away, and trade had 
settled down into its new channels; secondly, the utilization of 
prize tonnage and the economies effected in the use of requisitioned 
shipping, especially the system of temporary release, had in- 
creased the carrying-power available; thirdly, the volume of trade 
to be carried had itself declined. In particular, British imports 
of wheat and flour, for the six months ending October 1915, were 
less by 650,000 tons, or 21 per cent., than in the previous year. 

The Board of Trade were inclined to attribute this fall in 
imports either to the effect of high freights or to an actual shortage 
of tonnage in the trade with North America, whence most of the 
wheat was now coming. They accordingly communicated with 
the Chamber of Shipping and the Liverpool Steam Ship Owners’ 
Association, inviting their co-operation in seeking a remedy. 
Both bodies, in their reply, denied that either freights or tonnage 
were at the root of the problem. North Atlantic wheat is mainly 
a liner trade, and the Liverpool Association were able to show 
that, despite all difficulties, the services had been maintained on 
a scale fully commensurate with normal requirements. As regards 
freights, these were a much smaller obstacle to importation than 
the rise in f.0.b. prices. The war had established the agricultural 
countries in a very strong position, and shippers were generally 
holding out for higher prices than importers were willing to pay 
in view of the abundant harvests available.? The position was 
further complicated by the progress of the Gallipoli campaign, as 
the opening of the Dardanelles would at once release a large amount 
of grain in Black Sea ports; and there is some evidence that the 
Government purchases of wheat, the action taken with regard 
to the Indian surplus, and the continual uncertainty as to further 
State activities tended to discourage private imports. 

It was evident, however, that large shipments during the 
autumn and winter months would be necessary in order to make 
good the deficiency, and the Liverpool Association themselves 
doubted whether the liners would be able to carry the quantities 


' Of 73 vessels maintained by members of the Liverpool Steam Ship Owners’ 
Association in the North Atlantic trade, 43 had been requisitioned. To replace these, 
32 vessels had been chartered or transferred from other services. Including new tonnage 
65 ships were nowrunning. The requisitioned ships included three or four big passenger 
liners of comparatively small cargo capacity. 

* Statist, 13 November 1915, p. 504. 
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required for making up the leeway unless additional tonnage could 
be attracted into the trade. In this connexion they made the 
significant admission that tramp steamers showed a tendency to 
avoid the North Atlantic, as the frequency with which ships on 
the shorter routes arrived in British ports rendered them parti- 
cularly liable to requisition. The liner companies, with their fixed 
services to maintain, had already chartered a considerable amount 
of tramp tonnage to replace lost or requisitioned ships; but to 
obtain further tonnage they would have to pay rates sufficient to 
indemnify the tramp owners against the increased risks of requisi- 
tion, and they were hesitating to pay these rates in view of the 
existing uncertainty with regard to Government action. 

For these reasons the Association proposed that ships engaged 
in this essential service should be guaranteed exemption from 
requisition for a limited period. This concession was actually 
made by the Transport Department during October, but was 
almost immediately withdrawn owing to increasing military 
demands. Nevertheless a certain amount of outside tonnage was 
attracted, and the lines themselves diverted additional vessels 
into the North Atlantic. The result, however, was neither an 
increase in shipments nor a fall in freights. Importers were still 
holding back, and freights continued to rise. 

The true cause of this new advance was that the situation was 
steadily deteriorating. During the second and third quarters of 
1915, British shipping to a total of 580,000 tons was destroyed by 
the enemy, and only half that amount was launched. Meanwhile 
the operations in the Mediterranean led to an increased demand 
for troopships, hospital ships, and store-ships. At the same time, 
the delays arising from port congestion grew more and more 
serious. The Board of Trade Committee had introduced some 
minor improvements in organization, and a Co-ordination Com- 
mittee at Liverpool, appointed in response to the appeals of the 
Liverpool Steam Ship Owners’ Association, had done much good 
work at that port; but no steps had yet been taken to grapple 
with the main causes of port congestion. 

. The extent of the evil was revealed by a personal investigation 
of conditions at the principal ports, undertaken early in the year 
by Major T. H. Hawkins, R.M.L.I., the Secretary of the Com- 
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mittee for the Diversion of Shipping. This Committee, originally 
appointed for the purpose of diverting vessels, when necessary, 
from the North Sea, was in close touch with the shipowners, 
through the War Risks Associations, who were strongly repre- 
sented on it, and served to some extent as a link between the 
Government and the industry. It was now able to confirm fully 
the contentions put forward in the shipowners’ memorandum of 
22nd January. At almost every port there was an acute shortage 
of labour, carts, and trucks; the quays and transit sheds were 
choked with accumulated goods ; the process of discharge occupied 
from 25 to 50 per cent. more than the normal time, and ships were 
constantly kept waiting for days before they could obtain a berth. 

Armed with Major Hawkins’s reports, the Committee did their 
utmost to rouse the Government to a sense of the gravity of the 
situation ; but their representations were either ignored or went 
astray in the mazes of departmental routine, and it was not until 
the autumn of 1915 that the attention of Mr. Austen Chamberlain, 
President of the Man Power Board, was attracted by certain 
statements in the reports, with the result of bringing the whole 
question prominently to the notice of the Government. This led 
to the appointment, on 7th October, of a Joint Committee, 
composed of members of the Board of Trade and Diversion Com- 
mittees, for further inquiry into the problem, and finally, on 
3rd November, to the appointment of the Port and Transit Execu- 
tive Committee, with wide, if somewhat ill-defined powers over 
all questions relating to the flow of traffic through the ports. 

The Port and Transit Committee, on which the shipowners 
were strongly represented, lost no time in turning its attention to 
the root causes of port congestion as disclosed in the memorandum 
of January 1915 and the reports of the Diversion Committee. 
Strongly opposed to unduly centralized direction, they kept their 
executive powers as much as possible in reserve, working through 
and with the local Port Authorities and the various Government 
Departments and associations of shipowners and merchants, and 
aiming above all at providing a clearing-house for the daily 
distribution of information as to conditions at the ports, and for 
co-ordinating, in accordance with this information, the demands 
upon them. In this respect their labours were fruitful from the 
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first, excellent results being obtained with a minimum of friction ; 
but in their attempts to deal directly with the main causes of 
congestion, they encountered greater difficulties. Their pro- 
gramme comprised the pooling of railway trucks, the imposition 
of penal rents on goods not promptly removed from the quays, the 
protection of transport workers from recruiting, and the provision 
of a mobile labour reserve from men enlisted for Home Defence, 
on lines suggested in Major Hawkins’s reports. In all three direc- 
tions they had to encounter strong departmental opposition, and 
it was not until the summer of 1916 that they were able to report 
a really substantial improvement in port conditions. 

Meanwhile, the combined effect of losses, requisitioning, and 
delays was driving up freights to an extravagant height. The 
average freights on a quarter of wheat from New York to Liverpool 
had been tolerably steady during the summer at round about 
7s. 10d. to 8s. ; in September they rose to 9s., in October to 9s. 6d., 
and in November to 13s. 4d. Freights on coal exports and other 
bulk cargoes showed a similar advance. 

Even yet there was no sign that the Government had become 
seriously alarmed as to the possible effect on supplies of the 
shortage of carrying-power ; but beset as they were by continual 
complaints both as to the influence of freights on the cost of living 
and as to shipowners’ profits, they viewed this new advance in 
freights with the utmost alarm. The Board of Trade was now 
closely in touch with the Chamber of Shipping and the Liverpool 
Steam Ship Owners’ Association, and on 15th October representa- 
tives of these bodies met Mr. Runciman in conference. 

On one point both the great shipowners’ organizations were 
agreed: the advance in freights was due to a real deficiency in 
carrying-power, and the main problem was to provide a remedy 
for this deficiency. They concurred, therefore, in emphasizing the 
importance of removing restrictions on shipbuilding, economizing 
the use of requisitioned tonnage, and taking steps to obviate delays 
in port. Beyond this, there was a divergency of opinion. 

The two specific points to which the Board of Trade directed 
their inquiries were the situation with regard to freights and ton- 
nage in the Atlantic grain trade, and the alleged waste of ton- 
nage involved in the continuance of the trade between foreign 
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ports. It was to these two points that public attention was mainly 
directed, and while the shipowners were unanimous in representing 
that no solution could be really satisfactory unless it went to the 
root of the tonnage problem, the Chamber of Shipping felt it 
incumbent on them to put forward proposals for meeting the 
immediate emergency. Sir Kenneth Anderson, the Chairman, 
accordingly suggested that, if tonnage could not otherwise be 
found for grain, a Committee of shipowners should be appointed 
with power to requisition the ships required, and that steps 
should be taken to regulate by licence voyages between neutral 
ports. 

To requisition tonnage for the carriage of part only of a par- 
ticular import, while leaving all other shipments to the chances of 
a market inadequately supplied with shipping, was an admittedly 
risky experiment, and could be justified, if at all, only as an 
emergency measure. For the licensing proposal there was more 
to be said in principle. It was true that many voyages made 
between foreign ports were of great importance to British com- 
merce and finance, and could not be suspended without serious 
consequences; but if the tonnage available for all purposes 
remained inadequate, it might well come to a choice of evils, in 
which the last word would properly le with the State. Moreover, 
it was alleged that many shipowners deliberately preferred the 
acceptance of charters for voyages between foreign ports, as ships 
trading in distant waters were less liable to requisition than those 
bringing cargoes to the United Kingdom. The extent of this evil 
was probably exaggerated, for a comparison of the entrances at 
British ports with the tonnage remaining available for trade shows 
clearly that the proportion of British shipping trading wholly 
abroad had largely decreased since the outbreak of war; but we 
have seen that the Liverpool Steam Ship Owners’ Association 
admitted the aversion of tramp steamers to the North Atlantic 
trade, and there is no doubt that there was a growing inclination 
among some owners to prefer voyages that entailed the minimum 
risk of requisition. However strong the temptation presented by 
the contrast between market and Blue Book Rates, this was not 
a practice that could be defended. It was intolerable that the 
work of the Transport Department should be hampered and the 
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supply of the country endangered for the sake of private profit, 
and it was wholly unjust to more scrupulous owners, on whom it 
threw a disproportionate share of the burden of requisition. 

Nevertheless, the Liverpool Steam Ship Owners’ Association 
dissented from both the Chamber of Shipping proposals. They 
pointed out that they themselves would be little affected, as 
35 per cent. of their ocean-going tonnage was already under 
requisition on 1st October 1915, and 91 per cent. of the remainder 
was employed on voyages to or from ports within the Empire. 
They feared, however, that all advantages of a licensing system 
would be outweighed by the delays caused through compliance 
with the necessary formalities, and by the danger that any sudden 
withdrawal of British ships from abroad would lead to a corre- 
sponding withdrawal of neutral shipping from the trade of the 
United Kingdom. As an alternative, they suggested that, by 
framing the requisitioning programme in advance, the incidence 
of requisition might be adjusted so as to fall more instead of 
less heavily on the less immediately important trades. Even so, 
they contended that neither requisitioning for grain cargoes nor 
a readjustment of British services would go to the root of the 
problem. 

In the view of the Association, the problem of freights was only 
a minor aspect of the problem of supplies ; the whole trouble arose 
from the inadequacy of the world’s carrying-power to the demands 
upon it, and no satisfactory solution could be found except through 
an increase in the supply of tonnage or a reduction in the demand. 
Hitherto, the consumption of goods in the United Kingdom had 
been little affected by the war; but to continue the present rate 
of consumption involved maintaining a volume of trade with 
which neither the ships nor the ports could cope adequately under 
existing conditions ; hence freights were continually forced up by 
intensified competition, the flow of traffic itself was clogged by the 
congestion of the ports, and the carriage of necessaries was 
jeopardized by the freedom with which non-essential commodities 
were imported. The Association submitted, therefore, that if the 
available carrying-power could not be increased, the only alterna- 
tive to leaving non-essential cargoes to be excluded by the con- 
tinuous rise in freights was for the Government itself to exclude, 
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by prohibition or taxation, such imports as were not essential 
under war conditions. 

The strongest argument in favour of this proposal was un- 
doubtedly that chiefly emphasized by the Association, the safe- 
guarding of essential supplies. So long as the demands of importers 
exceeded the capacity of the ships and ports, it was clear that 
something must be shut out, and the only criterion of urgency that 
the shipowners could apply was the freight that importers of 
competing commodities were prepared to’ pay. Even if the owners 
could throw aside all personal considerations, they lacked the 
knowledge to make any but an arbitrary selection, nor could they 
have undertaken the task of selection without endless friction 
with shippers and importers. In some countries, indeed, they 
would have rendered themselves liable to legal penalties by failing 
to perform the obligations imposed on them as * common carriers ’. 
The freight test, however, was no longer a safe criterion. It was 
not merely a question of the luxury trades, the volume of which 
was small, but of a choice between commodities commonly 
regarded as necessaries; and only the Government were in a 
position to say, in the light of war requirements, what imports 
were and what were not essential. The task lay well within 
their scope; it was capable of administrative solution; while 
it must inevitably inflict hardship on many trades, it involved 
no arbitrary interference with the working of the commercial 
machinery ; it was a question of indicating the aims rather than 
of directing the methods of national effort. 

At the same time, it provided an effective solution of the 
freight problem. Ifthe volume of cargoes on offer could be brought 
within the compass of the shipping available, the effect would be 
the same as if the capacity of the shipping itself were suddenly 
increased ; the shipowner would again find himself in the position 
of competing for the cargoes available, instead of choosing between 
a multitude of competitive offers. The reduction of freights would 
come as a natural consequence, without any interference with 
the freedom of the markets in respect of the goods allowed to be 
carried. 

The Government, however, shrank from the responsibility 
involved. The exclusion of non-essential imports by administra- 
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tive action was bound to inflict hardship on the trades affected 
and on the countries whose products were excluded. Many protests 
would be received, much difficulty might be experienced. They 
were not yet sufficiently convinced of the gravity of the situation 
to face the task. 

While the demand for tonnage was thus left unrestricted, little 
was done to increase the supply. The shipyards were still mainly 
occupied with Admiralty orders, and the output of mercantile 
tonnage during the last quarter of 1915 and the first quarter of 
1916 dwindled, in each period, to less than 100,000 tons, about 
a third of the current rate of loss through enemy action and 
marine risks. 

It remained to apply such palliatives as were possible, and both 
proposals of the Chamber of Shipping were adopted. A Requisi- 
tioning (Carriage of Foodstuffs) Committee was formed from the 
members of the Transport Advisory Committee, with the 
Rt. Hon. J. H. Whitley, M.P., as Chairman, and was given power, 
by Order in Council of 10th November 1915, to requisition ships 
for the carriage of foodstuffs and of any other articles of commerce. 
A Ship Licensing Committee was composed of representatives of 
the Chamber of Shipping and the Liverpool Steam Ship Owners’ 
Association, under the chairmanship of Mr. Maurice Hill, K.C., 
and by another Order in Council of 10th November all British 
steamships of 500 tons gross and over were prohibited from carry- 
ing cargoes between ports outside the British Empire, except by 
licence of the Committee. Both Committees were appointed by 
and responsible to the Board of Trade. 

In practice, the Requisitioning (Carriage of Foodstuffs) Com- 
mittee confined its activities solely to wheat, and did not requisi- 
tion. The Board of Trade fully appreciated the arguments against 
employing requisitioned tonnage for the carriage of private cargoes 
comprising only a portion of an import, and while the name given 
to the Committee was agreeable to the public, the instructions on 
which it acted were simply to direct into the North Atlantic trade 
such additional shipping as might be necessary to provide for 
lifting grain imports up to a weekly figure fixed by the Cabinet 
Committee on Food Supplies. The ships thus diverted to North 
American ports were left free to fix charters on the market at 
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whatever freights they could obtain; but the right of direction 
was intended to be used in such a way as to create a small surplus 
of supply over demand, and thus produce a gradual fall in 
quotations. 

In the calculation of available tonnage, great assistance was 
received from an arrangement with the North Atlantic Liner 
Companies, who undertook, at a conference on 15th December, to 
load wheat and flour up to 50 per cent. of the dead-weight capacity 
of the fleets. The balance, to be made good by tramp tonnage, was 
calculated on an estimate of market requirements obtained from 
trade sources and on figures supplied by the Government as to 
shipments to be made on their account for the wheat reserve 
which they were again building up. The purchase of this Govern- 
ment wheat, as well as of wheat, flour, and maize for the French 
Ministry of War and the Italian Government, was entrusted in 
December 1915 to a Joint Committee, who chartered tonnage on 
the open market through the agency of Messrs. Ross T. Smythe. 
As ships so chartered were, for the time being, exempt from 
requisition, they were usually obtained at freights somewhat below 
the general market level. 

As a corollary to this arrangement for joint purchase, the 
Carriage of Foodstuffs Committee were instructed, in January 
1916, to direct ships to load for French and Italian as well as for © 
British ports, and a large measure of assistance was thus afforded 
to the Allies. It cannot be said, however, that the operations of 
the Committee were an unqualified success. The total imports 
fell well below the minimum fixed by the Cabinet Committee, for 
importers were still inclined to hold back owing to high f.o.b. 
prices abroad and uncertainty as to the probable extent of future 
Government action. Even so, tonnage was still short, for the 
Committee appear at first to have allowed too much for the effect 
of casual fixtures in the ordinary course of business, which their 
own operations tended to discourage, especially in respect of 
neutral ships. The directed tonnage thus proved inadequate even 
to market requirements, and freights, instead of falling, rose 
steadily till March 1916. In February, however, they changed 
their policy and began to direct tonnage in excess of estimated 
requirements. The result was that, although the market was now 
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buying more freely, freights fell from April onwards, though they 
remained well above the level of 1915. This fall in freights, 
however, was dearly purchased, for not only did the policy of 
direction in excess of requirements involve a waste of carrying- 
power, but the rush of imports, especially of Government ship- 
ments, caused acute congestion at British ports in the summer 
of 1916. 

Meanwhile the work of the Ship Licensing Committee pro- 
ceeded smoothly and without friction. Not only the members, but 
the Chairman, a lawyer with wide experience of shipping, realized 
the vital importance of avoiding any delay to sailings, and save 
for a few instances where insufficient particulars were supplied in 
the application for a licence, no ship was kept waiting a day for 
their decision. 

By the instructions received from the Board of Trade, the 
Committee were required to show special consideration to ships 
trading in the interests of Allied countries, and to voyages which, 
though made between foreign ports, were directly ancillary to 
British trade. In the last-named category came the carriage of 
goods by liners between foreign ports of call, and cross-voyages 
made for the purpose of avoiding a passage in ballast. Permanent 
services established before the war were also to be leniently 
treated, in view of the importance of preserving trade connexions. 
So far as voyages made purely in neutral interests were concerned, 
the main consideration was to avoid any sudden dislocation likely 
to result in a withdrawal of neutral shipping to fill the vacuum, but 
a preference was to be given to cargoes carried for neutral firms 
who had given undertakings against trading with the enemy, and 
ships on time-charter had generally to be left alone, as any breach 
of contract might lead to the arrest of the vessel in a neutral port 
when loading cargo for the United Kingdom. 

A recital of these instructions is sufficient by itself to show 
how difficult was the task entrusted to the Committee, how closely 
the traffic between foreign ports was bound up with British and 
Allied interests, and how little the true facts were understood by 
those who demanded the withdrawal of all ships from that trade. 
The actual work of the Committee emphasized this lesson. By 
4th January 1916 they had granted licences to 1,355 ships. Of 
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these, 966 were covered by general licences granted to liner 
companies to carry cargo by named ships, between named ports, 
during the continuance of the licence. The remainder were voyage 
licences granted to tramps for a particular fixture. Of the whole 
number of ships affected, 742 were engaged in voyages ancillary 
to British trade, and 316 were employed in Allied interests. Only 
298 were engaged wholly in neutral trade, and these included 
many vessels running on coastal services and unsuitable for ocean 
voyages. The others received their licence either because their 
cargoes (such as nitrate for the American munition factories) were 
really carried in Allied interests or because of the exchange value 
of their services. 

The disquieting feature of the report was that it revealed how 
little this source could be relied on in the future for the provision 
of tonnage to carry British imports. The ships already drawn in 
by the Licensing Committee afforded some assistance, but did not 
go far to make good the deficiency. Indeed, the tonnage crisis 
grew steadily more and more acute, for though the Gallipoli 
campaign had now been abandoned, the requirements of the 
Salonika expedition were large, and urgent appeals for assistance 
had been received from the Allies. Ships were being requisitioned 
at the rate of 100 a month, and there was no sign of any approach 
to finality in the demands. 

Nevertheless, the Licensing system had proved a success. It 
had procured some additional tonnage for British trade; it had 
put an end to the possibility of ships escaping requisition by the 
acceptance of neutral charters; it had provided an additional 
instrument for the restriction of enemy trade. Moreover, the 
Committee had used their powers to prohibit voyages from abroad 
to the more congested Allied ports, and at Genoa in particular, the 
temporary diminution of arrivals had enabled the accumulations 
to be cleared. So well had the system worked that it was decided 
to extend the powers of the Committee, and by an Order in Council 
of 15th February 1916 the necessity of obtaining a licence was 
extended to all voyages by steamers of 500 tons gross and upwards, 
registered in the United Kingdom, whether laden or in ballast; and 
whether between British or foreign ports. These new powers were 
used specially for the discouragement of unnecessary ballast 
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voyages and of voyages, whether from Great Britain or elsewhere, 
to congested ports. 

Such steps, however, though they might restrict, could not 
prevent the steady deterioration in the tonnage position, with the 
consequent rise in freights. In many directions tonnage was not 
only dear but practically unprocurable, and towards the end of 
1915 it became necessary to use requisitioned ships to lift nitrate 
and pyrites for munitions purposes. A proposal was also made to 
requisition for ore; but in view of the danger of driving free and 
neutral shipping out of the trade, this was rejected. There was, 
however, a growing tendency to rely on the requisition of ships 
or space for the carriage of Government cargoes, and the French, 
Russian, and Italian Governments were all making large demands 
for the allocation of requisitioned tonnage. The Italians in 
particular, who were entirely dependent upon imported coal for 
the working of their ships, railways, and industries, complained 
bitterly of the manner in which they were being bled by British 
shipowners, and demanded as a mere act of justice the same 
assistance as was already accorded to France. The facts were that, 
of the ships engaged in carrying coal to Italy 80 per cent. were 
foreign—lItalian or neutrals—and in every instance the freights 
obtained by foreign shipowners were higher than those paid on 
cargoes in British vessels.t_ Nevertheless the Government felt 
themselves obliged to give Italy some assistance, both in order to 
assure the regularity of supplies and to reduce their cost. Other 
claims by the three Allied Governments were equally difficult to 
resist. 

With the demand for tonnage thus intensified in every direc- 
tion, while the total available was stationary or diminishing, the 
question of allocation became of the utmost importance, and on 
27th January 1916, as the result of strong representations by the 
Transport Advisory Committee, the Prime Minister appointed the 
Shipping Control Committee, under the Chairmanship of Lord 
Curzon, for the purpose of deciding on the allocation of requisi- 
tioned tonnage and advising the Cabinet with reference to ships 
required for naval and military purposes. 

This appointment was a landmark of great importance in the 


1 Hansard, 17 February 1916 (Mr. Runciman). 
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history of the general tonnage supply problem, but it had less 
direct effect on the shipping industry itself than the majority of 
the developments already described. Before dealing with the 
events which led to the absorption of the Committee into a much 
more direct and centralized control, it is necessary to study in 
a little greater detail the conditions in which the industry was 
working at the beginning of 1916. 


CHAPTER X 
SHIPPING AND THE STATE IN 1916 


By the beginning of 1916, the whole of the British Mercantile 
Marine, including even the ships classified as ‘ free’, had been 
brought under some form of control. The extent of that control, 
however, differed widely as between one category and another ; 
the authorities to whom the ships were responsible, the limitations 
placed upon their employment and earnings, the degree of discre- 
tion and responsibility left to their owners, presented a bewildering 
variety. 

Excluding prizes, oil tankers, and ships locked up in the Black 
Sea and Baltic, or interned in enemy ports, the total number of 
ocean-going steamers under the British flag, as shown by a return 
of 25th May 1916, was 3,572.1 Of these, 1,313, or 37 per cent. of 
the total, were fully requisitioned, or under notice of requisition ; 
680, or 19 per cent., may be classed as * directed’ vessels ; 1,579, 
or 44 per cent., were nominally ‘free’. These proportions remained 
fairly constant throughout the greater part of the year, though 
the efforts of the Shipping Control Committee to economize the use 
of requisitioned tonnage led to a slight increase in the percentage of 
‘ free ’ ships.? 

Of the fully requisitioned ships, the greater number were in 
naval or military employment, or in the service of the Allies. The 
only important section of British trade carried wholly in requisi- 
tioned tonnage was sugar, for which, in the busy season, 60 or 70 
steamers were required. A few others were carrying nitrate and 
pyrites, mostly for munitions purposes, or flax and timber, on 
Government account, from the White Sea. In addition, ships whose 


1 Tankers were excluded from the return as not interchangeable with other vessels 
and therefore unavailable for general purposes. 

2 On 30 September the proportions were: fully requisitioned, 36 per cent. ; 
‘ directed’, 17 per cent. ; ‘free’, 47 per cent. 
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owners had refused temporary release were fixed by the Transport 
Department to bring ore and occasional general cargoes from the 
Mediterranean and elsewhere. 

Over the whole of this great block of shipping the owners had 
ceased to exercise any sort of control. They were still responsible 
for manning, victualling, storing and repairing the ships, with the 
exception of Armed Merchant Cruisers and other vessels requisi- 
tioned on net charter terms, but they had no voice in deciding 
their employment, and even the destination and whereabouts of the 
vessels were often kept secret from them. Although they were 
responsible, under the terms of the charter parties, for the safe and 
proper stowage of Government stores and cargo, the operation 
of loading was supervised by Government officers and agents. 
The work was frequently performed in such a way as to render it 
impossible for the ships’ officers either to keep an accurate tally 
or to ensure proper stowage, and in practice, the Transport 
Department were often obliged, in equity, to relieve the owners of 
their liability. Discharge was carried out entirely by Government 
officers or agents. The entire responsibility of the owners was, in 
fact, confined to bare manning and maintenance. Their remunera- 
tion was the fixed Blue Book Rate of hire. 

The ‘ directed ’ vessels differed from those fully requisitioned 
in that control extended only to the nature of their employment. | 
They fell into three distinct categories. In the first place, there 
were temporarily released vessels bringing ore from the Mediter- 
ranean, flax and timber from the White Sea, and general cargo 
from various ports. These ships were under strict direction as to 
the port of loading and the nature of the cargo; but were free to 
accept market rates of freight. They were, however, under the 
obligation of re-delivery to the Transport Department on the 
completion of their discharge. 

In a second category stood the ships carrying wheat to the 
United Kingdom, France, or Italy, under direction of the Requisi- 
tioning (Carriage of Foodstuffs) Committee. These ships, like 
those on temporary release, were free to accept current market 
rates; but they were under strict instructions as to the cargo 
to be lifted and the ports at and for which they should load, and 
we have seen that the power of direction was used, at any rate in 
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the North Atlantic, to force down market freights.! Ships char- 
tered by Messrs. Ross. T. Smythe to carry grain for the British or 
Allied Governments may be included in the same category, as they 
were attracted into the trade by temporary exemption from 
requisition, and were subject to the same influences as regards 
North Atlantic freights. 

Finally, some 300 to 350 steamers had been exempted from 
requisition at the request of Allied or Dominion Governments, on 
the ground that they were either chartered to those Governments 
themselves, or employed in services which they regarded as essen- 
tial. The earnings of these ships were above Blue Book rates, but 
the threat of requisition was used both to retain them in their 
employment and to prevent or restrict any increase in freights as 
the current charters ran off. They thus enjoyed neither the full 
liberty nor the full profits of ‘ free’ ships, but in all other respects 
their owners stood in the ordinary relations of the shipowner to 
the charterer. 

Turning now to the ‘ free’ ships, it must be remembered that 
their freedom was restricted by the necessity of obtaining from the 
Ship Licensing Committee a licence for every voyage made, 
whether laden or in ballast, and whether in British or foreign trade. 
This system of licensing was used to discourage voyages to con- 
gested ports or unnecessary ballast passages, and had been applied 
so successfully to comb out the ships trading abroad that only 400 
steamers, exclusive of those ‘ black-listed’ for the Allied and 
Dominion Governments, were now trading wholly between ports 
abroad, and fully half of these were vessels on Colonial Register. 

This Licensing System, however, was by no means the only 
restriction on the liberty of ‘ free’ ships. It did not follow, because 
a ship was counted as ‘ free ’ in the Transport Department returns, 
that her owner could dispose, at current freights, of her whole 
cargo-carrying capacity. The whole insulated space on Plate and 
Australasian liners had, as we have seen, been let to the Board of 
Trade, on fixed terms, for the period of the war, and the Board had 
acquired thereby a considerable degree of control over the running 
of the vessels themselves. Moreover, a large number of ships, 


1 A few ships were directed to load at Plate ports, but the number was insufficient 
seriously to affect quotations. A rather larger number were directed to Karachi, but 
the fall in Indian freights appears to have been due mainly to other causes. 
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nominally ‘ free’, were carrying Government cargo or passengers 
for the Transport Department, on special terms which approxi- 
mated to Blue Book Rates. 

Although all important troop movements were effected by fully 
requisitioned shipping, drafts and details were frequently carried 
in ordinary passenger liners, either at current commercial rates or 
at slightly lower rates fixed by tender under the Transport Regula- 
tions. Horses and mules were also carried, mainly as whole 
cargoes, on terms and conditions approaching more or less closely 
to ordinary commercial practice. It was, however, mainly in con- 
nexion with the carriage of munitions and Government stores as 
part cargoes that ‘ free’ ships came into direct relations with the 
Transport Department. 

The vessels carrying such part cargoes were officially known as 
‘Freight Ships’, the engagement being entered into on ordinary 
commercial lines, and the owners paid, not Blue Book Rates, but 
an agreed freight per ton of cargo actually carried. In all negotia- 
tions, however, the Transport Department held a trump card, 
in the shape of their requisitioning powers, and in this way they 
were able to obtain quotations a long way below the current 
market rates.1 

Whether Freight Ships carried goods, animals, or men, the 
Government accepted responsibility for all demurrage or deviation 
due directly to its own action (as where the ship was required to 
discharge Government cargo at a port not usually visited), leaving 
the shipowner to bear the cost of all deviation or delay due to 
marine risks or to the general effects of a state of war, such as 
mounting or transferring guns, port congestion, or detention to 
avoid submarine risk. On ships carrying horses and mules as a full 
cargo, the Government assumed liability for War Risks. Where 
stores were carried as part cargoes, the Transport Department 
denied, in theory, the liability of Government to contribute to 
General Average ; but as an act of grace, such contributions were 
paid in practice, subject only to the shipowner’s due performance 
of his contract. 

From using the threat of requisition to obtain low rates for the 


? Thus, in the spring of 1915, a rebate of 25 per cent. was obtained from a liner 
company on all shipments of munitions from the United States. 
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carriage of part cargoes, it was a short step to requisitioning space 
on ‘free’ ships for the carriage of Government imports, and to- 
wards the end of 1915 the practice of requisitioning space began to 
be substituted for the ordinary freight arrangements. The distinc- 
tive feature of this system was that a definite proportion of the 
vessel’s carrying capacity was required to be placed at the dis- 
posal of the Transport Department, as an alternative to the full 
requisition of the ship, and was paid for on a voyage basis roughly 
equivalent to the cost of carrying the goods in a fully requisitioned 
ship. 

It was in the North Atlantic that this system attained its 
greatest proportions. The big munitions imports could only be 
carried by making full use of the great liner services ; it was not 
occasional full ship loads but a continual stream of part cargoes 
that was required. This was not a problem that could be solved 
by simple requisition ; it involved an agreement that would place 
the full services of the great liner organizations at the disposal of 
the Government. Negotiations were accordingly opened with the 
leading companies, and an agreement was arrived at by which they 
agreed, as from Ist January 1916, to carry all munitions at a fixed 
‘Government Freight Rate ’, and to forgo all claims for demurrage 
or for diversion from East Coast to West or South Coast ports, 
whether for considerations of safety or for convenience of discharge. 
The same principle, in which the systems of ‘ Freight Ships ’ and 
‘ Requisitioned Space’ were practically merged, was shortly 
afterwards applied to the carriage of Government stores on all 
routes. 

The North Atlantic Government Freight Rates in January 
1916 amounted to 40s. per shipping ton, as compared with a 
market rate of at least 46s. 9d. for cargo of the same class ;1 but 
as the war went on, the discrepancy continually increased until, 
in July 1917, when the Government Rate was raised to 70s., it was 
less than one-third of the market rate, which then stood at about 
250s. The monetary saving was, therefore, great, and as compared 
with the ordinary Blue Book terms, the arrangement had the 

1 Tt must be remembered that the Government Rate covered the concessions as 
to waiver of claims referred to in the preceding paragrap 


2 In 1917 these freights went not to the owners but to the Ministry of Shipping. 
See Chapter XIV, post. 
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advantage that the shipowners remained responsible for loading 
and discharge and were paid on a ton, not on a time basis, so that 
the normal incentives to dispatch were fully maintained. 

The minimum proportion of space reserved for munitions on 
the North Atlantic liners varied, at the beginning of 1916, from 
20 to 30 per cent. in different ships. In addition, it will be remem- 
bered that, by agreement with the Carriage of Foodstuffs Com- 
mittee, 50 per cent. of the dead-weight capacity was reserved for 
wheat, for which, however, the owners were free to accept market 
rates. During the summer it became apparent that the policy 
of forcing shipping into the North Atlantic grain trade threatened 
to produce severe congestion at the West Coast ports, and in 
consequence of urgent warnings by the Port and Transit Executive 
Committee and the Shipping Control Committee, the weekly 
imports for which tonnage had to be provided were consider- 
ably reduced. The agreed proportion of wheat and flour was 
accordingly reduced for the time being, to 33 per cent. of the 
dead-weight capacity. 

There were thus considerable limitations on the earnings even 
of ‘ free’ ships. All munitions and Government stores were carried 
at fixed rates, well below the current market level; all meat was 
still carried at the rates fixed early in 1915; all North Atlantic 
wheat, in ‘free’ liners as well as in directed tramps, was carried at — 
freights forced down by the action of the Carriage of Foodstuffs 
Committee. 

So effective were the operations of the Committee in this 
respect, that North Atlantic Grain Freights, which had risen from 
14s. 84d. at the beginning of the year to 16s. 11d. in March, had 
dropped by July 1916 to 8s. 2d. per quarter. From this low- 
water mark they speedily rose, when the stream of directed tonnage 
was reduced ; but they remained well below the spring level. 

Apart from these semi-directed rates and from more direct 
schemes of freight limitation to be subsequently mentioned, the 
_ course of freights during 1916 was marked by considerable 
fluctuations. During the opening months of the year the new 
advance that had set in towards the end of 1915 was fully main- 
tained, and on most routes even the abnormal quotations of 1915 
were left far behind. The summer months, however, were marked 
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by a reaction, the cause of which must be sought in the efforts that 
were being made to grapple with the primary problem of inade- 
_ quate carrying power. The work of the Shipping Control Com- 
mittee, the Ship Licensing Committee, and the Port and Transit 
Executive Committee belongs to the history of supplies rather than 
to the history of shipping, but the effect of their operations was 
distinctly reflected in the freight markets. 

By withdrawing from the trade between ports abroad such 
ships as could best be spared and were least likely to be replaced 
by neutral vessels trading to British ports, the Ship Licensing 
Committee had added somewhat to the tonnage available for 
British imports, and they laboured continually to increase the 
effective carrying-power of that tonnage, by refusing licences for 
voyages to congested ports and by discouraging unnecessary 
ballast passages. It fell to them also to enforce, so far as free 
shipping was concerned, a decision obtained from the Cabinet by 
the Shipping Control Committee, in April 1916, that tonnage in 
the employment of the Allies must be definitely restricted to that 
already in their service on Ist May. 

This decision was of the utmost importance, for the demands of 
the Allied Governments were continually increasing, and bore little 
relation to the shipping resources actually at the disposal of Great 
Britain. So long as the fulfilment of those demands was treated 
as a matter of course, not only was the tonnage available for the 
carriage of British imports liable to continued depletion, but the 
necessity for fulfilling emergency demands at short notice was a 
fertile source of wasteful dislocation. Moreover, the demands of 
the Allies, more particularly for collier tonnage, far exceeded the 
capacity of their ports to handle the ships, and all through the 
year the delays to vessels at the French coal ports continued to 
exercise the minds of the Shipping Control and Licensing Com- 
mittees. 

In addition to limiting the allocation of shipping to the Allies, 
the Shipping Control Committee, with the aid of the Transport 
Department, the Admiralty, and the War Office, were able to 
procure very considerable economies in the employment of ships 
on naval and military service. The Transport Department itself 
had been so reorganized towards the end of 1915 as greatly to 
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increase its efficiency. The whole executive work of requisitioning 
ships for the Naval and Military Branches or the Allies had been 
centralized in a Requisitioning Branch under Mr. J. A. Salter, 
under whose care it was provided with a remarkably efficient card 
index of British shipping, subsequently extended to Allied and 
neutral vessels. In this index the particulars and movements of all 
British ships were recorded from day to day, and its institution 
greatly facilitated both the administrative work of the Department, 
and the preparation of statistical data to assist the Shipping Con- 
trol Committee or the Government in deciding questions of policy. 

In December 1915 a Commercial Branch was added to the 
Department for the purpose of dealing with all requisitioned 
vessels carrying commercial cargoes either for Great Britain or the 
Allies, including those on temporary release. By March 1916 this 
Branch was fully established, under Sir Percy Bates, a Director 
of the Cunard and Anchor Lines. It was staffed mainly by men 
with shipping or commercial experience, and was organized in 
three sections, dealing respectively with sugar, ore, and miscel- 
laneous services. 

The reorganization of the Transport Department greatly 
facilitated the economical use of requisitioned tonnage, and the 
Naval Authorities, who had been thoroughly alarmed by such 
revelations as those contained in the report of the Mediterranean 
Transport Commission, were genuinely anxious to co-operate. Con- 
stant pressure, both from the Transport Department itself and 
from the Shipping Control Committee, led to many economies 
being effected, and the combined effect of these economies and of 
the limit placed on allocation to France and Italy was to reduce the 
tonnage of ocean-going shipping in the service of the Army, Navy, 
Dominions, and Allies, from about 7,450,000 tons gross in May to 
6,650,000 in September. 

Meanwhile, the curve of losses showed a decided fall. Through- 
out the winter of 1915-16, submarine activity had been mainly 
confined to the Mediterranean, and so heavy were the losses in that 
sea that, in March 1916, it became necessary to prohibit the use of 
the Suez Canal by ships bound to or from Australia and the Far 
Kast and send them by the Cape route. Later, Indian shipping 
also was diverted. In March 1916, too, the attack broke out 
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again in Home Waters; but from May onwards, the activities of 
the submarines, outside the Mediterranean, were greatly restricted 
_ as the result of the United States protest against the attack on 
the cross-Channel steamer Sussew. Instructions which practically 
forbade the torpedoing of a merchantman without warning went 
a long way to hamper the U-boats in waters where a British patrol 
might at any moment be encountered. Moreover, considerable 
progress had been made in the provision of defensive armament. 
By August 1916, some 40 per cent. of the ocean-going ships 
under the British flag had been fitted for guns, and while few 
unarmed ships attacked by a submarine succeeded in escaping, 
four out of five defensively armed ships similarly attacked evaded 
destruction.! 

The total rate of loss from war causes was still much above 
the rate of replacement ; but the margin was not sufficient to 
neutralize the effect of the tonnage economies already referred to. 
Between May and September, the. total ocean-going shipping 
available diminished by 200,000 tons; that available for the im- 
port trade of the United Kingdom increased by about 600,000.2 

At the same time, the effective carrying-power of the ships was 
considerably increased by the success of the Port and Transit 
Executive Committee in clearing up the congestion at the ports. 
In addition to acting as a clearing-house for information, and 
a co-ordinating link between the Port Authorities and the various 
Departments and interests using the ports, the Committee had 
taken specific steps to deal with the three main causes of congestion : 
shortage of labour, shortage of trucks, and the use of quays and 
transit sheds for storage purposes. 

Further depletion of the labour supply was restricted by 
obtaining the inclusion of transport workers in the reserved occupa- 
tions, first under the Derby Recruiting Scheme, and later under the 
Military Service Acts. To provide a mobile, centralized labour 
reserve for dealing with local and temporary shortages caused by 
fluctuations of traffic, the formation of the first Transport Workers’ 


1 Unarmed ships attacked by submarines 1 January to 30 September 1916 . 138 
Unarmed ships sunk by submarines 1 January to 30 September 1916 ee lhG 
Defensively armed ships attacked by submarines 1 J pais to 30 September 

1916 
Defensively armed ships sunk by submarines 1 J anuary to 30 September 1916 19 
2 Including requisitioned and directed vessels. 
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Battalion from men enlisted for home defence only was authorized 
in March 1916.1 Its organization proceeded very slowly, owing 
to the indifference or opposition of the military authorities, and 
the authorized strength was altogether inadequate to the require- 
ments of the situation ; but from July onwards its work began to 
show an appreciable effect in preventing the cumulative congestion 
which hitherto had followed a rush at any port. 

Negotiations with the Railway Executive Committee and the 
Railway Companies themselves, for the pooling of wagons belonging 
to the different lines, lasted all through the winter of 1915-16, but 
in January 1916 the Great Northern, Great Central, and Great 
Eastern Railways agreed to a pooling arrangement, and by April 
this arrangement was extended to all the main systems of the 
country. The pooling was at first confined to certain classes of 
companies’ trucks only, and privately-owned wagons remained 
outside the pool until 1917; but from the first the relief was 
appreciable. Meanwhile, the Committee had obtained power, in 
February 1916, to impose penalty rents on goods—whether owned 
by Government Departments or private merchants—which the 
owners failed to remove from the quays in a reasonable period. 

Thanks to the increase in tonnage available for commercial 
purposes and to the improvement in turn-round arising from the 
work of the Port and Transit Committee, the sh’pping situation 
in the summer of 1916 was a little easier than it had been during the 
spring, and this improvement, as we have seen, was reflected in 
a decided check to the upward course of freights. In two important 
directions, however, it had been considered necessary to restrict 
by more direct action the increasing cost of transport. The im- 
port of ore and a great part of the export of coal had now been 
removed from the free play of market influences. 

Throughout the winter of 1915-16 the freights on Spanish ore 
had been a source of grave anxiety to the Ministry of Munitions, 
as under the complicated financial arrangement with controlled 
establishments every rise in c. i. £. prices was reflected, automatically 
and disproportionately, in the general cost of production. The 
Ministry was thus impelled, in March 1916, to guarantee transport 


* When engaged in work at the ports the men received civilian rates of pay, and 
every precaution was taken to avoid all suspicion of strike-breaking or the introduction 
of industrial conscription. 
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at a fixed rate of 17s. per ton and to assume liability for any 
difference between this ‘ parity rate’ and the actual freights, which 
_ had now risen to 26s. for the voyage from Bilboa to the Tees as 
against 5s. 4d. before the war. Hitherto the importing firms had 
made their own arrangements for tonnage, but the Ministry now 
appointed an official Ore Broker to effect all fixtures, hoping by 
this substitution of centralized for competitive chartering to force 
down freights. In this respect the experiment was successful, for 
freights fell, fairly rapidly, to 18s.; but the natural result was 
a tendency for ships to desert a trade which the condition of the 
ports had long made unpopular. This tendency was countered, as 
regards neutral shipping, by bunker pressure. British tonnage 
still continued to be supplied, in large part, through the medium 
of temporary release ; but towards the end of the year, when the 
route became especially exposed to submarine attack, the condi- 
tions became so onerous that owners were unwilling to accept 
temporary release for an ore voyage, especially from some North 
African ports, to which no owner would willingly send a ship during 
the winter months. Ultimately it became necessary to allocate 
fully requisitioned ships to the trade in considerable numbers. 

A more direct scheme of freight limitation was applied, in June, 
to the French coal trade. Coal for the French navy and for the 
State railways was already carried at Blue Book Rates ; but the 
high cost of commercial shipments had long been a standing 
grievance in France, which the British Government were anxious, 
for political reasons, to remove. The Board of Trade accordingly 
approached the coalowners and the shipowners during the spring 
of 1916, and in response to their appeal both traders and ship- 
owners consented to a definite schedule of maximum prices and 
freights. A somewhat intricate licensing machinery was established 
for the purpose of regulating shipment from Great Britain and dis- 
tribution in France, the basis of the British organization being 
a, Central Executive Committee in London and local Coal Commit- 
tees in the chief exporting centres, on both of which shipowners, 
coalowners, and exporters were equally represented. As regards 
shipping, these Committees worked, of course, in conjunction with 
the Ship Licensing Committees. 

Owing to the very large proportion of neutral tonnage in the 
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trade, great caution was necessary in fixing the maximum freights. 
Any big reduction was certain to drive away neutral shipping, 
and the Board decided to be content with preventing any further 
advance. The rates current on 8th March were accordingly taken 
as a basis; but coal freights, unlike those on inward cargoes, 
continued to advance steadily all through the summer, and by 
Ist June, when the Limitation Rates came into operation, they 
already represented a considerable saving on current quotations. 

In the first instance the scheme was confined to French 
Channel and Bay ports, but during August the Italian Govern- 
ment made an urgent request for the extension of its advantages to 
Italian imports, and, as the result of a further conference between 
the Board of Trade and the interested parties, Limitation Rates 
for shipments to French Mediterranean and Italian ports came into 
operation on 30th October. 

The effect of the Coal Freights Limitation Scheme on neutral 
tonnage was exactly what might have been expected. As soon as 
the Limitation Rates were announced, an exodus from the trade set 
in, which it required all the power of bunker pressure to counteract. 
Later, when an intensification of submarine activity rendered the 
coal traffic more and more dangerous, even bunker pressure proved 
unable to keep neutral ships in the trade, and it became necessary 
largely to increase the limitation freights even for Bay and Channel — 
voyages, while in the Mediterranean the scheme was practically a 
dead letter from the first, so far as neutral shipping was concerned. 

British ships, of course, were in a different position. Behind all 
the agreements lay the control given by the licensing system, and in 
the last resort, the threat of requisition. To do them justice, how- 
ever, the shipowners appear to have accepted the scheme frankly 
as a political necessity, and to have co-operated whole-heartedly 
in carrying it out so far as lay within their power. As regards the 
Italian trade the pill was gilded by the incorporation in the 
scheme, at the instance of the Chamber of Shipping, of satisfactory 
arrangements with regard to demurrage, the collection of which 
at Italian ports had previously been a matter of great difficulty.1 

The intensification of submarine activity to which the partial 
breakdown of the Coal Freights Limitation Scheme was due 


See Report of Proceedings at Annual Meeting, 2 March 1917, p. 9. 
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reached its climax with the outbreak of ‘ unrestricted ’ warfare in 
February 1917; but it had made itself felt long before that date 
and was an important factor, though not, perhaps, the most im- 
portant, in producing the rapid deterioration of the tonnage 
position which characterized the last three months of 1916 and led 
to a new and extremely important development in the relations 
between shipping and the State. Before discussing this new 
development, it is necessary, however, to glance at the financial 
position of the industry as affected by the conditions prevailing 
throughout the greater part of that year. 


CHAPTER XI 
EARNINGS AND PROFITS, 1915-16 


We have seen that the effect of war conditions during 1915-16 
was to drive up freights on all routes to a height which left even 
the level of the boom years 1912-13 far behind, and though running 
expenses had also increased, the earnings and profits of ship- 
owners, during the first two or two and a half years of the war, 
exceeded anything that the oldest shipowner could remember. We 
have seen, too, that the desire to restrict freights and profits was 
the predominant factor in the Government’s dealings with the 
industry. Both these objects were in themselves desirable. Every 
increase in the cost of transport added to the financial burden of the 
war, and the enormous profits earned by free shipping had, as we 
have seen and shall see, many undesirable effects from the point 
of view both of the nation and of the shipping industry itself. This 
the leaders of the industry would not deny. The opposition offered 
by many of them to the introduction of certain measures of control 
was based on the belief that the effect of those measures was to 
aggravate the root evil—shortage of carrying-power—and on the 
conviction that the reduction of freights could be better achieved 
by other methods, more directly concerned with restoring the 
equilibrium between demand and supply. 

It was, indeed, one of the chief evils of abnormal freights that 
the feeling excited by shipping profits made it almost impossible 
for the real shipping problem to be discussed on its merits. The 
statements made in Press and Parliament as to the earnings of 
the industry played a very important part in the growth of 
industrial unrest. The allegations of deliberate profiteering 
brought against the shipowners, mainly unfounded as they were, 
led to the whole industry being regarded with a suspicion and 
hostility that called rather for punitive than for remedial measures. 
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The reaction of the shipowners themselves against charges they 
regarded as unjust, led, in some instances, to an obstructive 
attitude which hampered the work of the Authorities. 

Moreover, large as were the fortunes made by individual 
owners, the abnormal boom of 1915-16 was bad morally, and in the 
long run, financially, for the shipping industry as a whole. The 
wide discrepancy between market and Blue Book rates constituted 
a standing temptation to evasion of requisition, and whatever may 
be thought as to the wisdom of requisitioning for commercial 
services, there was something inherently demoralizing in conditions 
which placed a premium on escaping Government service. Further, 
the result of the abnormal freights obtainable and the abnormal 
dividends distributed was to attract into the industry outside 
speculators who had little experience or knowledge of the business, 
whose attention was concentrated on immediate profits, and whose 
eager demand for tonnage, new or second-hand, accentuated 
the inflation of values and helped to prepare the way for a 
disastrous crash after the war. This evil was increased by the 
application of the Excess Profits Duty to shipping earnings, and 
its inapplicability to the sale of ships. In the view of many old- 
established owners it became more profitable to sell their fleets than 
to run them, and the result was to increase the speculative at the 
expense of the more stable elements in the industry. Meanwhile 
the abnormal inflation of values, while it offered the opportunity 
of immense profits to owners who sold out, increased, through the 
rise In insurance expenses, the running costs of those who remained 
in the business. It combined with the great advance in actual cost 
of construction to leave those owners who had attempted to replace 
their losses dangerously over-capitalized at the end of the war. 

Even with regard to shipowners’ profits there was a good deal 
of exaggeration. The earnings of individual owners varied widely 
according to the character of their trade and the proportion of 
their tonnage suitable for the requisitioned services. Many owners 
of one or two ships, which escaped requisition by reason of their 
build or employment, reaped a harvest far above the average, and 
it was always the exceptional dividends that were quoted as typical 
in press and parliamentary discussion. 

Yet there was little need to exaggerate, for the average level 
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of earnings during 1915 and 1916 was fantastically high. It is 
true that a large proportion of these earnings went into the coffers 
of the State; but owing to the provisions of the Finance Act of 
1915, the shipping industry obtained an accidental advantage 
in the assessment of Excess Profits Duty, which enabled a very 
substantial profit to be made before the incidence of that Duty 
was felt. 

By the Finance Act of 1915 the owner of any business was given 
the option of (1) a standard of profit which should be the mean of 
any two selected years prior to 4th August 1914, or (2) the adop- 
tion of a percentage standard, fixed for corporations and limited 
companies at 6 per cent. on the capital in the business. It so 
happened that the three years immediately preceding the outbreak 
of war included a period of exceptional prosperity for the ship- 
owner, who was thus able, by exercising his option, to secure a 
comparatively high ‘ standard profit ’ before Excess Profits Duty 
applied. 

At a later date, Mr. Bonar Law, then Chancellor of the Ex- 
chequer, speaking on the Finance Bill of 1917, stated that ‘ the 
years which came under review in estimating the standard rate 
were years of excessively high profits when they amounted, I 
think, on the average, to about 15 per cent.’ This estimate has 
been challenged ; but it is fairly closely confirmed by the figures in 
the Fairplay table of cargo-boat earnings, and while liner profits 
were probably on a lower scale during the years in question, the 
all-round average must have been high. 

Any attempt to estimate the actual earnings of shipping during 
1915-16 must, inevitably, include a large element of guess-work. 
The information given by the published accounts is often meagre 
and baffling. The accounts of the big lines were, before the war, 
notoriously difficult to analyse, and many of the cargo-boat com- 
panies now followed their example in lumping together the book 
value of the fleets and the total outside investments, and including 
the interest on those investments with the profit from voyages. By 
1916 the amount of such investments was very large; for owing 
to the impossibility of replacing lost tonnage, large sums received 
from insurance were temporarily invested in War Loan. Further, 
many companies preferred, either with a view to future stability 
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or from fear of the odium attaching to abnormal dividends, to 
capitalize a proportion of their current earnings. 

All this, coupled with the fact that some companies deducted 
unspecified sums for depreciation and reserves before stating the 
‘ profit from voyages ’, makes many of the accounts extremely un- 
reliable. It is probable that, in many instances, the chief motive 
was a desire on the part of Managers to make fuller provision for the 
future than the shareholders might have regarded as necessary ; 
but it is impossible to escape the conviction that many companies 
were afraid of letting the public know what their profits were, 
and aimed deliberately at concealing them. 

On the other hand, any attempt to estimate earnings from a 
calculation of average freights is full of pitfalls. Apart from the 
large and continually increasing proportion of ships under full 
requisition, we have seen that the earnings of * free ’ shipping were 
greatly restricted by the different schemes of direction and freight 
limitation, and by the requisitioning of liner space. Further, the 
increase in running costs, though smaller than the increase in 
freights, was a very important item. By the end of 1916, wages had 
increased, on the average, about 50 per cent., the cost of bunkers 
was at least twice the normal, and most other items had risen in 
proportion. 

Particularly heavy was the cost of insurance. Marine insurance 
rates had risen, owing to the large number of accidents arising 
from war conditions of navigation, and the increased premiums had 
to be paid on current values often greatly in excess of the first cost 
of the ship. Still heavier, for ‘ free ’ vessels, was the cost of insur- 
ance against war risks. 

Down to the 19th September 1916, the hull premium had been 
maintained at the low rate of 15s. per cent., fixed in December 
1914. As the activities of the submarines increased, this premium 
became altogether inadequate to the risks, and by the end of May 
1915 the losses had absorbed the whole of the premiums received. 
From this time onwards the hull side of the scheme showed a con- 
tinually increasing deficit, but, so far as the State was concerned, 
this deficit was balanced by a surplus on the cargo side of the 
scheme, and the Board of Trade considered the benefit of low pre- 
miums as outweighing the advantage of placing hull insurance 
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on a sound actuarial basis. Among the shipowners entered in the 
Clubs there was some difference of opinion. They had, it must be 
remembered, no interest in the cargo side of the scheme, and any 
excess of liabilities over hull premiums must, so far as the Club’s 
20 per cent. interest was concerned, be made good by calls on the 
members. For this reason one of the big Associations proposed, 
when the deficit became serious, that the premiums should be 
raised to a rate commensurate with the risks. In opposition to this 
it was urged by others that, inasmuch as the calls represented only 
20 per cent. of the total deficit, it was to the members’ interest to 
keep premiums down, even if this involved liability for calls. 

By September 1916, however, the hull deficit had become so 
alarming that the Board of Trade felt it incumbent on them to 
raise the voyage premium from ? to 1 per cent., and the rate for 
a round voyage or a 91 days’ time policy from 14 to 2 per cent. 
Over the whole period, it would probably be fair to assume that 
the cost of insurance against war risks represented about 8 per 
cent. per annum on the average value of the fleets. 

The net profit that remained to the shipowners after payment 
of all expenses, allowance for normal depreciation, and Excess 
Profits Duty, has been very variously estimated. It is instructive 
to compare a forecast, in the Statist,’ of earnings in 1916, with an 
estimate subsequently prepared by Mr. Edgar Crammond.? 


Statist Mr. Edgar Crammond 

1913 1916 1916 

£ million | £ million £ million 
Capital employed : : 4 192 200 300 
Gross earnings . c 5 : 127 410 367 
Expenses . ; : é : 107 160 179 
Net earnings . : ‘ ‘ 20 250 188 
Excess Profits Duty . : ‘ — 115 $4 
Net profit 5 : : : 20 135 104 
Income Tax . 3 ‘ : a — 24 
Extra depreciation and reserves . — —— 50 
Dividend . : : . : — — 30 

Return on capital. : . 103% 674% 10% 


1 Statist, 22 and 29 January 1916; Fairplay, 27 January 1916; 22 March 1917. 

2 “The Effect of the War on the Economic Position of the United Kingdom’, in 
Journal of the Royal Society of Arts, vol. xv. Figures reprinted in his British Shipping 
Industry, pp. 51-5. 
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On the Statist forecast Fairplay commented that the expenses 
were greatly understated. Mr. Crammond’s figures are about 
11 per cent. higher. It may be added that the increase in capital 
employed seems extraordinarily small, when the high cost of new 
shipping is taken into consideration. Mr. Crammond’s figures are 
not, here, strictly comparable, since they include an estimate of 
reserves employed in the business. But what throws the gravest 
doubt on the Statist figures is that the wholé receipts from Excess 
Profits Duty, from all industries, for the year ending 3lst March 
1917 were only £141,614,932, which suggests that the forecast of 
net earnings is very much too high. Mr. Crammond’s figures are 
based on an elaborate and careful calculation of the earnings of 
requisitioned, directed, and free tonnage ; and his estimate of net 
earnings is closely confirmed by an independent calculation made 
for the purposes of this book.t His deduction of ‘ extra deprecia- 
tion and reserves ’ before stating the return on capital raises, of 
course, a separate question, the bearings of which we shall have to 
consider later. 

The total net profits of shipping, after payment of all charges 
and taxation, from August 1914 to December 1916, have been 
estimated by Sir Leo Chiozza Money at £300,000,000.2 Sir Arthur 
Salter, the very able Director of Requisitioning, has put the figure 
for the first twenty-six months of war (to 30th September 1916) 
at £262,000,000.° 

Sir Arthur Salter’s estimate carries great weight, but, with great 
respect, it is open to question. It appears to be based on the 
working of a hypothetical fleet of five tramp steamers, and to make 
insufficient allowance for the various restrictions on earnings other 
than full requisition. It is doubtful, too, whether his allowance for 
running expenses would be generally accepted. 

Let us now see what information can be extracted from the 
Fairplay tables. The Passenger Line table gives us only dividends, 
not trading profits. We have therefore taken the figure of * Profits 
from Voyages’ given in the cargo-boat table, and deducted 5 per 
cent. depreciation on the book value of the fleets. (It is understood 
that in these tables Excess Profits Duty is generally deducted 


1 See p. 183, post. 2 English Review, June 1919. 
3 Allied Shipping Control, pp. 114-15. 
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before arriving at the Profit.) From this we have worked out the 
figure of Profit per gross ton, and applied it to the whole of the 
tonnage, steam and sail, on the Register of the United Kingdom in 
each year. We have further assumed that, of the profits shown 
in the table for 1915, three-quarters was earned after the outbreak 
of war. 

This calculation gives the following results : 


Year of Profit as Profit per Tonnage on Equivalent 
table Tonnage above gross ton Register profit 
£ A Tt, £ 
1915 2,338,868 3,656,666 Ib AME 19,256,766 29,988,697 
2 of above 2,742,499 ho Bh 22,241,523 
1916 1,952,503 9,999,240 5 2 5 19,541,368 100,068,089 
1917 1,740,431 4,836,721 2 14 5 19,134,857 52,062,757 


£174,372,369 


The present writer has been forced to the conclusion that it is 
impossible to obtain an exact arithmetical measure of shipping 
profits during the war. The figures above, while considerably 
lower than some other estimates which have been given, are 
based on an analysis of actual accounts, and while it is possible, | 
though by no means certain, that the average profits of cargo 
companies that did not publish accounts may have exceeded 
those of the companies included in the Fairplay table, this is 
balanced by the fact that the calculation has been applied also to 
passenger liner and sailing tonnage. 

In 1916 the * Profit from Voyages ’, less 5 per cent. depreciation, 
of the cargo-boat companies included in the Fazrplay table gave 
the extraordinary return of 62-44 per cent. on the book value of 
the fleets, and the amounts actually distributed in dividends, or 
transferred to depreciation in excess of the normal 5 per cent., 
amounted to 34 per cent. on the paid-up capital. A few companies 
did actually declare dividends ranging up to 50 per cent. or over, 
but the majority contented themselves with a much smaller dis- 
tribution. With the duration of the boom uncertain, and replace- 


1 At 30th June 1914, 1915, and 1916 respectively 
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ment costs continually rising, they wisely preferred to husband 
their resources, and the amounts actually carried to depreciation or 
reserve were more than three and a half times the sum required for 
writing down book values on the 5 per cent. basis. Nevertheless, 
the dividends distributed gave an average return of 18-5 per cent. 
on the paid-up capital, and out of seventy-nine companies in the 
list, twenty-four gave a return of 25 per cent. or over. 

During 1916 ‘profits were more and more restricted by the 
increase in requisitioning and in other ways, and running expenses 
continued to rise. Partly owing to these factors, and partly to 
the increase in book values, the percentage of profit in 1917, after 
deducting 5 per cent. depreciation, fell to 18-76 per cent. on the 
value of the fleets. Dividends, however, were even higher than in 
the previous year. Big reserves had already been accumulated, 
and by transferring smaller amounts to depreciation, the companies 
were able to pay an average return of 19-24 per cent. on the paid-up 
capital. Out of seventy companies in the list, no fewer than twenty 
eight gave a return of 25 per cent. and up. 

The big passenger lines adopted, in both years, a more conserva- 
tive policy. Their actual earnings were, no doubt, smaller than 
those of the cargo-boat companies, for the passenger trade itself 
had been knocked to pieces, and they profited to a less extent than 
free cargo-boats by the top freight rates. Their earnings must, 
nevertheless, have been very large; but the problem of replace- 
ment was, for them, particularly urgent, and they contented them- 
selves with distributing dividends giving a return of 11-87 and 14-09 
per cent., respectively, on the paid-up capital, placing to deprecia- 
tion and reserve large sums the amount of which it is frequently 
impossible to ascertain from the accounts. 

It is not always easy to find out what became of the reserves 
accumulated by both the Passenger Lines and Cargo-boat com- 
panies. On a winding-up, they were, of course, immediately 
available to swell the amount distributed to the shareholders, and 
in addition to the sums thus withdrawn from the industry, very 
large amounts were subsequently capitalized by the issue of bonus 
shares or distributed in cash by companies that remained in 
business. Thus, when the Nitrate Producers Steamship Company 
was reconstructed in 1918, every holder of a £5 share received, in 
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addition to a similar share in the new company, £35 in war loan." 


This was an exceptionally prosperous concern that stood in a very 
strong position before the war, having written down its steamers 
almost to breaking-up value during the boom of 1912-13 and 
acquired new tonnage out of earnings ; so that its war profits were 
earned on a small nominal capital, and the reconstruction repre- 
sented, in part, the capitalization of pre-war profits. There were, 
however, many similar transactions on a smaller scale. 

On the other hand, a large proportion of these reserves were, 
unquestionably, bona-fide provision for the replacement of war 
losses, and as such they were in existing conditions fully justified. 
Not only did the increase in replacement costs continually outstrip 
the increase in insurable values, but it was increasingly difficult 
to replace the ships lost, at any price whatsoever. The shipowners 
were eager enough to place new orders and to obtain delivery of 
vessels under construction; but delivery was very difficult to 
obtain. The actual supply of both labour and material had been 
reduced, the former by Army recruiting, the latter by loss of the 
castings and forgings normally imported from Germany.? Later 
the Ministry of Munitions became a formidable competitor for both 
steel and labour ; indeed, the demand of the munition factories for 
steel was one of the most serious obstacles to increased output 
during 1916 and 1917. Over the whole of the labour, steel, and 
slips available, the Admiralty had been given an absolute priority 
to be exercised at their own discretion, and so great was the 
expansion in naval construction that comparatively few slips were 
left on which new merchantmen could be laid down. Delivery of 
ships already on the stocks, or launched, was equally held up by the 
refusal of the Admiralty to release steel, even for those in an 
advanced state of construction, and by shortage of labour. The 
men themselves preferred Admiralty to mercantile work, not only 
because it was better paid, but because they could more readily 
grasp its national importance. 

As the rate of loss increased, and the shortage of tonnage due 
to the combined effect of losses and of the withdrawal of shipping 


1 Fairplay, 2 January 1919. 

* The proportion of plates and sections imported from abroad was small, almost 
certainly under 10 per cent. Of the castings and forgings used, however, about 30 and 
40 per cent. respectively were normally imported. See Cd. 9092, pp. 41-4. 
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from commercial employment became more serious, urgent repre- 
sentations were made to the Government by the Ship Licensing 
Committee, the Port and Transit Committee, and the Shipping 
Control Committee, as well as by the shipowners themselves, 
that some steps should be taken to facilitate an increase in 
mercantile output, and in particular to complete the ships already 
launched and plated, which amounted, in January 1916, to some 
500,000 tons. The gravity of the tonnage problem was not, how- 
ever, realized, and work on commercial shipbuilding was practically 
at a standstill except for the construction of oil-tankers and 
ships with refrigerated space, which received a special priority on 
account of the Admiralty and War Office demands for oil fuel and 
meat. 

In addition to the lack of facilities, the financial factor was now 
becoming important. The cost of construction had been steadily 
rising, and it was impossible for the builders, without suffering very 
heavy loss, to complete vessels under construction at the original 
contract prices. On the other hand, shipowners were unwilling, 
now that so large a proportion of their fleets was requisitioned, to 
pay additional costs. It was true that the earnings of free ships 
yielded a high return even on the prices now demanded, but there 
was a strong probability that any ships delivered would be requisi- 
tioned immediately or almost immediately on delivery, and the 
Blue Book Rates gave but a poor return on the current cost of 
construction. The Shipping Control Committee accordingly sug- 
gested, in February 1916, that owners who were willing to pay 
‘ accelération costs’ to expedite delivery should be guaranteed a 
short period of immunity from requisition. This suggestion was 
adopted by the Transport Department, with the result of a con- 
siderable improvement in output during the summer of 1916. 

Further, the Munitions of War Amendment Act, 1916, em- 
powered the Board of Trade to certify specific merchant ships as 
‘munitions work ’, thus bringing the labour employed under the 
provisions of the Act, and guaranteeing, as was hoped, a certain 
priority in respect of material. On 18th February the President 
of the Board stated that certificates had been granted in respect of 
140 vessels in an advanced state of construction, and by 10th May 
this number had been increased to 226. The Admiralty, however, 
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in allocating supplies of steel to shipbuilding firms, insisted that, 
until their own requirements had been met in full, no material 
should be used for the construction even of certified merchant ships, 
and progress was very slow. The construction of non-certified 
vessels was altogether suspended. 

The actual cost of new construction had increased from about 
£12 to £15 per ton gross for cargo liners and £7 per ton dead-weight 
for tramps, before the war, to £22 8s. and £15 4s. respectively 
in the second half of 1916 ; but owing to the decline in shipbuilding 
output, it was largely to the second-hand market that an owner 
with commitments to fulfil had to look for replacement of his 
tonnage losses, and all through 1916 the price of second-hand 
shipping rose steadily. By December the Fairplay index figure for 
a new, ready, 7,500-tonner had risen to £25 per dead-weight ton, 
nearly four times the figure for December 1913, and four and a half 
times that for June 1914. The appreciation in the value of old, 
second-hand steamers was smaller; but it has been calculated, 
from the actual sales recorded in the shipping journals, that the 
average current market value of second-hand liner tonnage during 
the second half of 1916 was about £30 per ton gross and of tramps 
about £22 12s per ton dead-weight, as compared with £15 and 
£7 6s. respectively during the first six months of the war. 

The average insurable value of the vessels under the State 
Insurance Scheme was now something less than one-half the market 
values. It was open to owners to insure this difference, within 
certain limits, with the Excess Values Associations ; but even this 
necessitated the appropriation of large sums to reserve, in order to 
provide against the contingent liability for calls. Further, there 
was no indication of a break either in the rise of values or in the 
increase of building costs. 

There can thus be no question that any opine company with 
an eye to the future was bound to make large appropriations to 
reserve out of its surplus earnings. It was not only that it was 
necessary to provide for the abnormal cost of replacement. Any 
ships built or acquired at war prices would necessarily stand in the 
books at a figure far exceeding their value under normal conditions, 
and common prudence dictated that they should be written down 
by something more than 5 per cent. per annum, with a view to 
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reducing the book values to a figure corresponding with the 
probabilities of the peace market. 

The inflation of values was, in truth, a curse rather than a 
blessing to the shipowner who wished to remain in business. Sir 
Arthur Salter and Sir Leo Chiozza Money have both calculated the 
appreciation in shipping values to the end of 1916 at about 
£300,000,000, and their estimate is closely confirmed by the 
figures above given, which show an average increase in market 
value round about 100 per cent. To the owner who wished to 
sell his ship or ships this was a golden opportunity. To the owner 
who wished to retain and run them it was a disaster. The inflation 
in values in no way increased the earning power of the vessel. On 
the contrary, it increased very seriously the cost of marine and 
war risk insurance and the contribution made by the shipowner 
to average in the event of loss or damage. 

It was the owners who sold their ships who made fortunes out 
of the appreciation in values, and it was the fortunes so made that 
were the target of some of the sharpest criticisms passed on the 
industry and the conduct of the Government in relation thereto. 
To judge fairly the justice of these criticisms it is necessary to 
examine the circumstances of the sales. 

In the first place, the boom in freights attracted into the 
industry, as has already been pointed out, a large number of 
outside investors who had little or no experience of the business, 
and, dazzled by the vision of immediate profits, were prepared to 
offer extravagant prices for tonnage, without regard to the likeli- 
hood of a post-bellum slump. During the single year 1915 the 
record number of 94 new shipping companies were formed, with 
an aggregate capital of £2,645,350, and many of these were of a 
speculative character. 

In the second place, there was a strong demand from established 
owners, and more particularly from the big liner companies, and 
this demand was productive not only of many transactions relating 
to individual ships, but of a number of important mergers and 
amalgamations. It has already been remarked that there was a 
strong tendency before the war to bring a number of lines * under 
one umbrella’, either by absorption or by linking of interests. 
This tendency the war greatly accentuated. Not only were the 
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big owners ready to employ a portion of their current earnings in 
extending their influence—they were often forced into the market 
by actual necessity. For the great lines it was a vital matter to 
maintain, so far as possible, the regularity of their more important 
services. To some extent they could replace vessels lost or requisi- 
tioned by chartering or purchasing tramp tonnage; but they 
naturally preferred, when possible, to acquire vessels of the type 
normally employed in their services. The merger of two lines with 
depleted fleets enabled the remaining vessels to be used to the best 
advantage. 

During 1915 the number of big deals was not very large. Many 
individual ships and small fleets changed hands, sometimes at very 
high prices. Thus the Cuban Steamship Company sold for £325,000 
three steamers which had cost £189,954 to build, and stood in the 
company’s books at £96,250. It was not until 1916, however, that 
the big mergers and absorptions became numerous. During that 
year the Cunard Company acquired the assets and goodwill of the 
Commonwealth Dominion Line, apparently paying £4,961,013 in 
shares for £1,991,544 of original capital. They absorbed also the 
Donaldson Line and purchased the ships of the Canadian Northern 
Steamships to help make good their war losses. The P. & O. Com- 
pany, who had become the biggest of British shipowners in 1914, by 
their merger with the British India Company, now acquired, by an 
exchange of shares, the ordinary share capital of the New Zealand 
Shipping Company. Messrs. Furness, Withy & Co. purchased the 
managerial rights and the majority of the ordinary shares in the 
Prince Line, and were reported to pay £10 for each £1 share. Sir 
John Ellermann added the Wilson Line to his extensive interests. 

Among the cargo-boat companies, too, there were several 
important mergers, representing either the need to replace lost 
tonnage or the desire of enterprising owners to expand their 
fleets. The largest of these transactions was the purchase of the 
Northern Steamship Company by Messrs. Pyman Watson & Co. 
for £2,000,000. One of the most striking was the acquisition of the 
Palace Shipping Company by the Mitre Shipping Company, at the 
price of £456,048 for £50,672 of nominal capital.1_ In other 


* The nominal capital of a shipping company is, of course, a very inadequate guide 
to its actual importance, the fleets having been built largely out of short-term loans, 
subsequently repaid out of earnings. 
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instances only the management shares were sold, and in addition 
to the companies that disposed of their fleets or business en bloc, 
there were many which went into liquidation after selling their 
vessels separately. 

There were, in truth, many owners as ready to sell, at the high 
prices now ruling, as others were to buy. The uncertain duration 
of the boom, the large proportion of profits absorbed by taxation, 
and the prospect of more extended requisitioning, all combined to 
suggest the attractiveness of a less speculative investment. An 
owner who sold for £300,000 a fleet that had cost him £100,000 
could obtain from investment in War Loan an income equal to 
15 per cent. on his original outlay, free both from Excess Profits 
Duty and from the fluctuations of the industry. 

No part of the Government’s shipping policy has been more 
sharply criticized than the exemption from taxation of these huge 
profits. It certainly appeared inequitable that an owner who 
relieved himself from all obligations by the sale of his fleet should 
be permitted to reap the full benefits of capital appreciation, 
while those who continued to discharge their normal functions 
were subject to special war taxation. On the other hand, it would 
have been a very undesirable precedent to single out the shipping 
industry for discriminatory taxation, while those engaged in other 
industries were left free to reap the full benefit of any increase in the 
value of their assets. 

The Finance Act of 1916 did, however, contain one clause 
dealing with the effect of these transactions. It was evident that, 
by availing themselves of the percentage option in respect of 
a second-hand vessel purchased at an inflated price, the buyers 
could escape the payment of Excess Profits Duty on earnings con- 
siderably above those of the standard years. To prevent the loss 
thus arising to the Exchequer, Section 47 of the Act empowered 
the Inland Revenue Authorities to compel the purchaser to accept 
the vendor’s datum line as the basis of his assessment. 

With regard to the ethics of the transactions themselves, it is 
impossible to generalize. It was frequently urged, not only by 
outside critics but in the shipping press, that for a shipowner to 
sell his fleet and retire from business during the progress of the 
war was reprehensible and unpatriotic. It might be urged in 
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reply that the ships remained in service and were as useful to the 
country as before the sale. With regard to many of the most 
important transfers this argument is valid. It will not, however, 
apply to those who sold their ships to outside speculators and thus 
deprived the country of the benefit of their own skill and experience. 
It is impossible to acquit some owners and managers of a failure to 
respond to the moral obligations imposed on them. On the other 
hand a large proportion of thetransfers were bona-fide transactions, 
arising from a genuine demand, and involving no stigma either on 
buyer or seller. 


CHAPTER XII 


THE INTRODUCTION OF CENTRALIZED CONTROL 


THE enormous profits made by free shipping in 1916, the big 
dividends distributed by shipping companies, and the speculation 
in shipping shares intensified the demand for a more direct and 
drastic control of the industry, and, in particular, for effective 
limitation of freights and earnings. There was as yet little general 
realization of the real gravity of the tonnage position. The course 
of freights and the accounts of shipping companies could be 
scrutinized in the columns of the press; the menace to supplies 
arising from the combined effect of war losses, declining output, 
delays, deviation, and port congestion was known only to those 
who were actually at grips with the problem. 

The achievements of the Mercantile Marine were, perhaps, 
taken too much for granted. They were, in fact, remarkable. 
Despite the persistent and ruthless attack to which the ships were 
exposed, despite the difficulties caused by the redistribution of 
trade, and the continual dislocation arising from emergency 
demands, the Navy had been supported in its gigantic and world- 
wide task ; the armies in France, Salonika, Egypt, Mesopotamia, 
and Africa had been maintained and supplied ; millions of tons of 
food, fuel, and munitions had been poured into the Allied ports, 
and every essential requirement of the civilian population in the 
United Kingdom had been satisfied. An accurate appreciation of 
what this involved in the adjustment of services to new channels 
of trade, the ready response to emergency demands, the effort 
necessary to get out of the ships the last ton of carrying-power, 
would hardly have permitted the assertion of one critic that the 
shipowners, who were ‘ squeezing out of the British people and the 
inhabitants of the Allied countries the utmost penny which can 
be obtained under the law of supply and demand ’, contributed 
‘neither by foresight, enterprise, or acumen’ to the harvest they 
enjoyed. 

1 Nauticus, ‘The Shipping Scandal’, in Fortnightly Review, March 1916. 
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The criticism of shipowners as a class was unjust because it 
failed to discriminate between the activities of speculators and the 
successful discharge of functions essential to the national life, 
between remediable evils and the inevitable consequences of a 
great economic convulsion ; nor was it realized to how great an 
extent the continuous rise in freights was due to the neglect, or 
the dilatory adoption, of remedies strenuously urged by the ship- 
owners themselves. Looking to the waste of requisitioned tonnage 
in the earlier stages of the war, the delay in dealing with port con- 
gestion and in providing adequate defensive armament, the 
restrictions imposed on mercantile shipbuilding, and the persistent 
refusal of the Government to restrict non-essential imports, it is 
hardly surprising that some shipowners should have become 
impatient both of criticism and of State Control. 

Yet if the labourer, in the main, was worthy of his hire, the 
hire had become excessive. Whether the abnormal freights of 
1916 were ‘ squeezed out ’ of the British and Allied peoples by the 
rapacity of the shipowners, or, as they themselves averred, were 
forced upon them by the competitive offers of shippers, they 
represented an absurdly high return on the capital embarked in the 
industry, and had led to conditions that were thoroughly demoraliz- 
ing. It was bad economically, it was still worse from the social 
and political standpoint, that any section of the community should 
reap so rich a harvest from the common peril; and while the 
industry as a whole had fulfilled admirably its functions of trans- 
port and supply, it was perfectly true that a large part of the 
resultant profits went to those who had contributed least towards 
that end—outside speculators, owners who resorted to question- 
able means of evading requisition, and those who took advantage of 
the boom to sell their fleets and retire from the business. 

The real significance of abnormal freights lay, however, in 
their revelation of the discrepancy between the demand for tonnage 
and the supply. We have seen that, during 1916, some efforts were 
made to deal with this major problem as well as to check, by direct 
action, the upward curve of freights. We have seen, too, that 
these efforts did produce, during the summer of that year, a slight 
improvement in the tonnage position. No such improvement, 
however, could be permanent, so long as the rate of loss continued 
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to be far greater than the rate of replacement. Nothing could 
effect a radical change in the situation save such measures as 
should bring up the supply of tonnage to the level of the demand, 
or adjust the demand to the level of the supply. Again and again 
the Shipping Control Committee, the Ship Licensing Committee, 
and the Port and Transit Executive Committee urged that steps 
should be taken to accelerate merchant shipbuilding and to 
restrict non-essential imports. The demands of the Admiralty and 
Ministry of Munitions on labour and steel continued to stand in the 
way of increased output; the opposition of the Board of Trade 
blocked the adoption of adequate import restrictions. It is true 
that, by Order in Council of 15th February 1916, the import of 
paper and paper-making materials and certain other articles was 
prohibited except under license ;1! but licences were so freely 
granted that the saving amounted to only about 1,500,000 tons 
a year, instead of 4,000,000 tons as originally estimated. 

The decrease in tension which marked the summer months did 
not last for long. During the last three months of 1916 the strain 
on tonnage was very seriously increased, while the supply was still 
further diminished through an intensification of the submarine 
campaign. 

The restrictions placed on submarine activity had now begun 
to wear thin. The extreme militarists in Germany were gaining 
ground, and though some deference was still paid to American 
opinion, the German Government claimed that defensively armed 
ships lost their commercial status and might be sunk without 
warning in any area; moreover they were now prepared to take 
much greater risks in their treatment of neutral—other than 
American—shipping. From September onwards neutral shipping 
was attacked with a ruthlessness and persistence that not only 
inflicted heavy losses but, as we have seen, drove many neutral 
vessels out of British and Allied trade. French and Italian 
shipping also suffered heavily, and there was an ominous rise in 
the curve of British losses. 

At the same time, the authorities responsible for supply and 
transport were gravely perturbed by very pessimistic reports 
as to the North American harvest, which appeared to imply the 


1 London Gazette, 15 February 1916. 
1569-59 Oo 
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necessity of bringing from Australia a large proportion of the 
grain required during the cereal year 1916-17. This, in itself, 
represented a problem of the first magnitude, for owing to the 
length of the voyage, it was estimated to involve the employment 
of 200 more steamers than had sufficed to lift the wheat imports 
of 1915-16. 

The effect of this crisis on the development of State Control over 
supply and transport was extremely important. It was calculated 
that, owing to the partial failure of the American harvest, the 
world’s visible supply of wheat was likely to fall seriously short of 
the requirements of the importing countries, with the inevitable 
result of driving up prices in every producing centre in a position 
to effect shipments. Further, there were some apprehensions that 
importers might hesitate to buy largely in so distant a market as 
the Australian, fearing a fall in prices before the shipments arrived. 
On both these grounds, the Carriage of Foodstuffs Committee 
suggested that the Government should effect large purchases in 
Australia and Argentina, before directing tonnage to those countries. 
Meanwhile, the Commonwealth Government, who had undertaken 
to dispose, for producers’ account, of the whole Australian surplus, 
and had made large advances to the farmers, were pressing the 
British Government to buy direct the whole unsold balance of the 
wheat. 

Experience had already shown, however, that State purchase 
of commercial imports was of very doubtful utility when extended 
only to a portion of the import, and the Government’s final 
decision went far beyond either of these proposals. Partly in the 
hope of preventing, by centralized purchase, an excessive rise in 
prices, partly for the purpose of using the credit of the State to 
assure adequate supplies, whatever were the conditions of the 
market, and partly in order to obtain complete control of the 
shipping arrangements,! they resolved to take the entire import 
of wheat into their own hands, and on 11th October the Royal 
Commission on Wheat Supplies was created, and given a monopoly 
of the import of wheat and flour, which was extended, in practice, 
to all cereals. Under the supervision of the Wheat Executive, an 


1 It was a term of the contract for Australian wheat that the Commonwealth 
Government should discontinue chartering, leaving all shipping arrangements to the 
British authorities. 
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inter-Allied body set up in the following month, the Commission 
purchased also the entire oversea requirements of France and 
Italy. 

This decision led, at once, to a revival of the proposal for fixing 
wheat freights which had been rejected in 1915. The decisive 
objections to that proposal had been that it was impossible to 
guarantee any saving on private imports being passed on to the 
consumer, that to fix freights on Government cargoes only would 
render private importation impossible, and that unless the Govern- 
ment were prepared to fix definitely the total amount to be 
imported and tell off ships to lift it, it was essential that importers 
should be able to make known, through a free freight market, the 
extent of their requirements. Now that the Wheat Commission 
had become the sole importer, these objections no longer applied. 
Moreover, the importance of the freight factor had considerably 
increased. Owing to the world shortage, the Wheat Commission 
would appear as forced buyers of practically all the wheat on offer, 
and the position of producers and shippers would be too strong 
for any part of the cost of transport to be laid on their shoulders. 
The probability was that the high freights on the long Australian 
route would be reflected, to some extent, in the f. 0. b. prices for 
American wheat. 

The Government’s original intention was to obtain the neces- 
sary tonnage through the Carriage of Foodstuffs Committee—that 
is by direction instead of by requisition—and that the freights 
should be fixed a little higher than Blue Book Rates, as an in- 
ducement to the owners to run the vessels themselves, instead of 
leaving them on the hands of the Transport Department. To fix 
appropriate rates for all ports was, however, a very complicated 
business, and after investigation by the Board of Trade and the 
Shipping Control Committee, it was decided to requisition the 
necessary tramps at Blue Book Rates and require the liners to 
carry at rates calculated on that basis. The Carriage of Foodstuffs 
Committee was, accordingly, dissolved, and a Wheat Section added 
to the Commercial Branch of the Transport Department, with 
instructions to supply the requisite tonnage both for British and 
Allied purchases, so far as they could not be lifted by Allied 
shipping or by chartered neutrals. 

02 


196 INTRODUCTION OF CENTRALIZED CONTROL 


On North Atlantic grain, the new rates worked out at 8s. per 
quarter, as against 9s. 4d. in September and 11s. 4d. in August. 
Hardly had the new section got to work, however, than it was dis- 
covered that there was likely to be a serious shortage of wheat in 
the early months of 1917, before the big Australian shipments 
could arrive. To meet this danger it was necessary to make large 
purchases in North America for December and January shipment, 
and allocate tonnage to lift them. The pressure of this demand, 
coupled with constriction of supplies, had the natural effect of a rise 
in f. 0. b. prices, and despite the reduction in freights, the price of 
the quartern loaf went up, from 84d. in August and 9d. in Septem- 
ber, to 10d. in December, as the result of a steady increase in the 
import values of the wheat. 

Meanwhile the submarines were working havoc on an unprece- 
dented scale. During the first nine months of 1916, the losses 
of British shipping through enemy action averaged 80,000 tons 
a month, the total losses of British, Allied, and neutral shipping 
averaged 145,000 tons. For the last three months of 1916, British 
losses rose to 175,000 tons and world losses to 340,000 tons monthly. 
By the end of the year, the available ocean-going tonnage under the 
British flag had been reduced to 16,760,000 tons gross, as against 
17,500,000 at the outbreak of war, and neither bunker pressure nor 
the offer of special insurance facilities availed wholly to check the | 
exodus of neutral shipping. 

A further result of this intensified submarine activity was an 
increase in the number of ships on naval service, due to the de- 
mands of the anti-submarine campaign. At the same time an 
increase in the number on military service was threatened by the 
requirements of the Salonika Expedition. Tonnage in the 
service of the Allies had been considerably reduced, owing to the 
completion of the White Sea Programme, and in November, 
negotiations were opened with the French Government, which 
culminated, on 3rd December, in the conclusion of an agreement 
that relieved the Transport Department of some of their anxieties. 
Those anxieties, however, were heavy enough. The requirements 
of the Ministry of Munitions and of the White Sea Programme were 
expected to be much larger in 1917 than in the previous year, the 
withdrawal of neutral shipping had brought about a permanent 
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crisis in the Italian coal supply, and the Australian Wheat Pro- 
gramme cast a black shadow over every forecast. 

Already the pool of ocean-going free tramps, exclusive of those 
permanently abroad or allocated to the service of the Allies, had 
been reduced to 213 in October and 170 in December, and some, 
even of these, were earmarked for the Dominion Governments. 
Of the liners, not more than one-third were on full requisition ; but 
the requisition of liner tonnage for general purposes presented 
many difficulties. 

So early as 24th October, the President of the Board of Trade 
had called the attention of the Government to the situation 
created by the Australian Wheat Programme, and in a subsequent 
memorandum of 9th November he still further emphasized its 
gravity. To meet the crisis, he proposed that the employment of 
shipping in the service of the Navy, War Office, and Allies should 
again be scrutinized with a view to releasing superfluous vessels, 
that an endeavour should be made to procure further neutral 
tonnage, that the supply of steel for merchant shipbuilding 
should be increased, and that the Transport Workers Battalions 
should be raised to a total strength of 10,000 men, with the 
object of still further reducing port delays. 

This increase in the Transport Workers Battalions was 
definitely sanctioned on 23rd November—a decision which was to 
have very important results during the later stages of the war. 
For the rest, the prospects were discouraging. By various means, 
and more especially by a reorganization of cross-Channel transport, 
considerable economies were effected during the autumn and 
winter of 1916-17 in the employment of ships on naval and military 
service ; but their effect was offset by the continual increase in the 
volume of traffic to be handled. Neutral shipowners tended, 
more and more, to withdraw their vessels from British and Allied 
trade. As to shipbuilding in the United Kingdom, efforts were 
made with partial success, during the autumn of 1916, to obtain 
the release of a number of skilled workers from the Army ; but the 
competing demands of the Admiralty and Ministry of Munitions 
continued to restrict the allocation of steel. The output for 
the December quarter showed a very decided :mprovement on the 
earlier months of the year; but the difficulties presented by the 
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conflicting claims on labour and material were so great that the 
Government were driven, in despair, to consider the revolutionary 
step of assuming direct responsibility for mercantile construction. 

The inevitable result of this deterioration in the tonnage 
position was to send up freights on the open market to still greater 
heights. At the same time, the cost of living index number, which 
had remained fairly constant throughout the summer, rose very 
sharply. This led, naturally, to a further intensification of the 
demand for more rigorous State control of shipping ; but so far as 
this demand was based on a desire for freight limitation, it was 
now somewhat wide of the mark. We have seen that freights 
were always a less important factor in the cost of living than 
was generally supposed, and their part in producing this new 
advance must have been extremely small. Market quotations 
had ceased to afford any real criterion of the general cost of 
transport. Only a very small proportion of the tramps engaged 
in the trade of the United Kingdom were now free to avail them- 
selves of competitive offers ; the North Atlantic lines were bringing 
33 per cent. wheat and 33 per cent. munitions at approximately 
Blue Book Rates, and a large proportion of the space in other 
liners had been taken on similar terms. All wheat, meat, sugar, 
munitions, wool, and pyrites, nearly all imports of nitrate, and a 
large proportion of the imports of flax and other commodities were 
carried at Blue Book Rates; an increasing proportion of the ore 
supply was lifted in requisitioned tonnage, and the remainder was 
carried, like the bulk of the coal exports, at artificially restricted 
freights. The Limitation Freights and even the Blue Book Rates 
represented, no doubt, a big advance on the low freight quotations 
of July 1914, but the large proportion of British trade now carried 
on these terms was at least withdrawn from the operation of the 
influences which were responsible for the rise in market quotations 
during the last three months of 1916. 

It is doubtful whether there was any widespread realization of 
these facts, but the desire for restriction of shipowners’ profits was 
not based solely on an exaggerated idea of the effect of freights on 
prices ; it was bound up, as we have seen, with the growth of a 
desire to curb war profits, wherever possible, on grounds of ethics 
and political expediency. Moreover, the plea for a more rigorous 
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State control was now being urged for reasons which had no 
direct connexion with shipping finance. 

In the first place, it was urged that administrative efficiency 
demanded some closer co-ordination of the various authorities, 
many of them specially created, which already exercised control 
over shipping. The Admiralty Transport Department, assisted by 
their Advisory Committee, were responsible for providing not only 
ships for Naval and Military service, but tonnage or space for the 
Wheat Executive, and for the carriage of a large proportion of 
British and Allied imports; but though their representations 
carried great weight, they had no definite power to criticize or: 
refuse the demands of any of the Departments, or to limit the 
allocation of tonnage. The Board of Trade were responsible for 
the employment of all insulated space in liners, with a modified 
right of diverting the ships themselves. The Ship Licensing 
Committee controlled, on the instructions of the Board of Trade 
and on very broad lines, the employment of all ships not on full 
requisition. The Central Executive Committee and Local Com- 
mittees set up by the Board of Trade under the Coal Freights 
Limitation Scheme controlled, in conjunction with the Ship 
Licensing Committee, the running of all British ships in the 
French and Italian coal trade. The Official Ore Broker chartered, 
for the Ministry of Munitions, British and Neutral tonnage to lift 
ore from Spain and the Mediterranean. The Port and Transit 
Executive Committee, appointed at the joint instance of the 
Board of Trade, Admiralty, and War Office, was responsible for all 
measures necessary to improve the turn-round of shipping at all 
ports. The whole shipbuilding resources of the country were 
subject to an absolute Admiralty priority. The Board of Trade 
issued, under the Munitions of War Acts, certificates for such 
ships as they desired to see completed, but had no power to obtain 
the necessary allocation of labour and material for their completion. 
Over the whole field, the Shipping Control Committee exercised 
a general supervision, but possessed neither an administrative 
staff nor direct executive powers, though they were generally able 
to obtain Cabinet backing for their more important decisions. 

The Transport Department had always desired that the 
Shipping Control Committee should provide itself with a statistical 


200 INTRODUCTION OF CENTRALIZED CONTROL 


and administrative staff, and should take upon itself a detailed 
executive control of shipping ; but the Committee were of opinion 
that they could do better work by confining their attention mainly 
to questions of principle, and acting through the existing executive 
organizations in matters of detail. There were many, however, who 
now considered that the somewhat scattered machinery of control 
needed tightening up and co-ordinating in a way for which the 
original constitution of the Shipping Control Committee made no 
adequate provision, and even among the shipowners there were 
some who felt that the dictation of a single centralized authority 
-would be preferable to the divided control in force. 

Further, those entrusted with the work had begun to con- 
template the necessity of a more minute and direct control of the 
shipping in ordinary commercial employment than was provided by 
the licensing system. That system, especially when exercised by 
general licences, as in the liner trades, left a large degree of dis- 
cretion to the shipowners, and provided for very little interference 
with the individual voyages. One of the criticisms most fre- 
quently made against the shipowners was that the liner companies 
were inclined to adopt the principle of ‘ business as usual’, 
and were averse to modifying their ordinary services to meet the 
requirements of the war. Their desire to maintain their trade con- 
nexions led, it was alleged, to the retention of a larger number of 
ships in the services than were required to lift the cargoes on 
offer, and to their chartering, to take the place of requisitioned 
ships, tramps that might more usefully have been left to swell the 
general pool of tonnage.! 

There was probably some truth in this criticism. Its impor- 
tance may easily be exaggerated, for the heaviest chartering was 
in the North Atlantic trade, where it was essential for the lines to 
maintain their tonnage at the highest possible level in order to cope 
with the demand for wheat and munitions ; but the desire of the 
liner companies generally to maintain their trade connexions, 
built up at heavy expense, would naturally lead them to run their 
services so far as possible on normal lines, and to call at the 
accustomed ports, even when the volume of cargo from those ports 


* Bee e. g. Cuthbert Maughan, ‘ The Shipping Problem ’, in Quarterly Review, No. 447, 
April 1916, at p. 476. 
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had decreased. This was particularly the case where they were 
subject to foreign competition, and at a later period of the war, 
when the sailings of the liner fleets had been brought under State 
control, there were bitter complaints of the freedom allowed to 
liners under Allied flags to call at intermediate ports at which the 
British lines had been forbidden to touch. 

It was unquestionably desirable, in the national interest as 
well as in that of individual owners, that the trade connexions of 
British shipping should, so far as possible, be preserved, and had 
it been possible to maintain the output of merchant shipbuilding, 
or to keep down the rate of loss by more efficient protection, 
no valid reason could have been given for interfering with the 
services. Now, however, a situation was fast developing in which 
every other consideration must be subordinated to the one para- 
mount necessity of bringing in the essential minimum of supplies 
necessary to maintain the war, and this, it was argued, entailed 
a sacrifice of commercial interests which could not be attained 
except by the issue of specific detailed instructions with regard to 
the running of the ships. 

Further, it was evident that, in view of the fast approaching 
disappearance of the small pool of free tramp tonnage, the Trans- 
port Department would be obliged to draw heavily on the liner 
fleets for the fulfilment of their obligations to the Naval and 
Military Authorities, the Allies, and the importing Departments. 
For reasons which will be examined in a later chapter, it was 
difficult to carry much further, in its application to the liner trades, 
the ordinary principle of full requisition of individual ships, and 
the conclusion was gaining ground that the liner trades must be 
dealt with as a whole. 

Finally, the question of the allocation of tonnage as between the 
Army, Navy, Allies, and import services had become a matter of 
paramount importance. In view of the grave shortage of carrying- 
power it was no longer possible to give an absolute priority to Naval 
and Military requirements, and it was essential that there should 
be some central authority armed with sufficient knowledge and 
sufficient power to decide, with greater precision than had yet 
been possible, the employment of requisitioned tonnage. Further, 
a large proportion of the commercial imports were now on Govern- 
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ment account, and the decision as to what cargoes were to be 
carried had been transferred, to this extent, from a free commodity 
market and a free freight market to the representatives of the 
importing Departments. That decision, moreover, was no longer 
arrived at purely on economic grounds, but was influenced by 
political motives and by military necessities. 

For these reasons many, even of those who were most strongly 
opposed to State Control of economic operations, were of opinion 
that the time had now come when a more centralized and more 
scientific control of supplies and shipping was needed to replace 
the commercial machinery, which had already been so far dis- 
located that it could no longer function effectively. This was the 
view of the Transport Advisory Committee, who urged, during 
November, that the Shipping Control Committee, or some other 
authority, should be invested with full executive powers to decide 
between the competing demands for tonnage, and to transfer any 
ship, at any time, from the service in which it was running, to any 
other employment. 

The attitude of the shipowners varied. Those who objected 
to control simply on grounds of its interference with their personal 
interests formed a minority, and a dwindling minority, for many of 
them had already sold out or seen the whole of their ships requisi- 
tioned. A large proportion of the owners seem to have accepted 
the extension of control somewhat fatalistically as an inevitable 
outcome of war conditions. There were certainly many who were 
not sorry that a limitation should be placed on profits, of which, 
while denying responsibility for the advancing freights, they were, 
perhaps illogically, ashamed. Among those who were at once_ 
sufficiently disinterested to put national before personal interests 
and qualified by knowledge and ability to form a positive opinion 
as to national requirements, there was a wide divergence of opinion. 

Most of them agreed in believing that shipping under Govern- 
ment Control was likely to be run less economically and less 
efficiently than before, as regards the details of stowage and turn- 
round; but some leading owners, particularly among those 
already associated with the controlling authorities, held that, 
whatever the disadvantages of State Control, they were more than 
counterbalanced by its advantages in securing a more rapid 
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adjustment to the abnormal demands and conditions arising from 
the war. 

Others, speaking with equal authority, took a different view, 
presented with great force in the reports of the Liverpool Steam 
Ship Owners’ Association. They held that the experience of the 
war proved Government Control of shipping to be inevitably 
wasteful, and that a further extension of that control might 
jeopardize receipt of the essential minimum of supplies. In their 
view, a free freight market was essential to the full utilization of 
carrying-power, and they desired to see the control of ships and 
of commodities relaxed rather than extended. They argued that 
the limitation of shipowners’ profits and the provision of tonnage 
for essential services were two distinct problems, and should be 
separately dealt with: the former by direct taxation, and the 
latter by efforts to accelerate shipbuilding, to improve still further 
the turn-round at the ports, and to restrict the imports of non- 
essential commodities, with a view to restoring the equilibrium 
between demand and supply—thus ensuring a sufficiency of space 
for the carriage of essentials, and, in the long run, forcing down 
freights as well. Finally, they were very apprehensive as to the 
effect of freight limitation on the volume of neutral shipping in 
British trade. 

This last argument, though valid in the conditions of 1915-16, 
had lost much of its force now that so large a proportion of imports 
were on Government account. So long as goods were privately 
imported, the fixing of freights on British ships would, unquestion- 
ably, tend to discourage the chartering of neutrals, but when the 
Government had acquired a monopoly of imports they were free 
to pay full market rates to neutral vessels, while continuing to pay 
British ships the bare Blue Book hire. The wisdom of direct 
attempts to limit neutral freights is another question. 

No definite decision on the question of centralized control had 
been reached when, on 4th December, Mr. Asquith tendered his 
resignation, and was succeeded, on 7th December, by Mr. Lloyd 
George. The new Government, from the first, based their claims 
to support on a promise of greater energy and efficiency in the 
administrative direction of the war, and on their determination 
to check, by drastic action against ‘ profiteering ’, the rise in food 
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prices. Among their earliest measures was the New Ministers and 
Secretaries Act,! which received the Royal assent on 22nd 
December, and created, among other new Departments, a Ministry 
of Shipping. In speaking on this Bill, Mr. Lloyd George informed 
the House of Commons, on 19th December, that ‘ the Government 
felt the time had come for taking over more complete control of 
all the ships of this country and placing them in practically the 
same position as are the railways at the present moment, so that 
during the war shipping will be nationalized in the real sense of 
the term ’.? He added that Sir Joseph Maclay, a partner in the 
Glasgow shipping firm of Maclay & McIntyre, had already accepted 
the office of Shipping Controller. 


16 & 7 George V, c. 68. 2 The Times, 20 December 1916. 


CHAPTER XIII 
THE SHIPPING CONTROLLER AND HIS POWERS 


THE appointment of a shipowner as Shipping Controller might 
appear to cynics either a surrender to vested interests or a following 
of the old adage ‘ set a thief to catch a thief’. It was, in fact, 
a wise and statesmanlike measure. The Ministry of Shipping 
stood on a very different footing to the authorities by whom the 
control of shipping had hitherto been carried on. It was a self- 
contained Department of State, endowed by Statute with almost 
unlimited powers over the whole shipping of the country, and it 
was extremely desirable that the Controller in whom executive 
authority was vested should possess an intimate knowledge of the 
industry he was to control. It was equally important that he 
should possess the confidence of the industry itself. 

It must be remembered that, not only was the creation of the 
Ministry of Shipping based, avowedly, on a desire to render the 
control of shipping more complete and drastic, but it was, in part 
at least, a response to the pressure of those who regarded ship- 
owners, as a class, with suspicion and hostility. On the other 
hand, the work of the Ministry could be carried on successfully 
only if it commanded, not merely the passive assent, but the active 
and energetic co-operation of the great majority of shipowners. 
It was not enough that the Controller should be in a position to 
coerce those who put profits before patriotism ; it was necessary 
that he should be able to command the support of those who, apart 
from all personal considerations, distrusted the extension of direct 
State control, as likely to reduce the efficiency of the services and 
to imperil the flow of essential supplies. 

It may fairly be said that Sir Joseph Maclay was successful in 
winning the confidence both of the shipowners and of the public. 
As a guarantee of personal disinterestedness he gave instructions 
at once that the entire fleet of Messrs. Maclay & McIntyre should be 
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requisitioned, and throughout his career as Controller it was 
impossible for any impartial critic to accuse him of allowing his 
judgement of national requirements to be clouded by undue 
tenderness for the interests or the prejudices of his fellow ship- 
owners. On the other hand, owners with a genuine grievance to 
be ventilated, or with constructive criticism to offer, knew that 
their representations would be carefully and sympathetically 
considered by one who had wide and practical experience of 
shipping problems. There were those who thought that under the 
new régime State Control went too far; there were those who 
did not think it went far enough, and both schools of thought were 
represented in the Ministry itself; but there were very few, on 
either side, who questioned the absolute impartiality of the 
Controller’s decisions, and even those who questioned their wisdom, 
for the most part co-operated loyally in the endeavour to carry 
them out efficiently. 

This was the more important because the appointment of the 
Controller was far from putting an end to controversy as to the 
extent and character of control. The New Ministers and Secretaries 
Act defined his functions as follows : 


“It shall be the duty of the Shipping Controller to control and regulate any 
shipping available for the needs of the country in such manner as to make 
the best use thereof, having regard to the circumstances of the time, and — 
to take such steps as he thinks best for providing and maintaining an 
efficient supply of shipping, and for these purposes he shall have such 
powers or duties of any Government department or authority, whether 
conferred by statute or otherwise, as His Majesty may by Order in Council 
transfer to him, or authorize him to exercise or perform concurrently with 
or in consultation with the Government department or authority con- 
cerned, and also such further powers as may be conferred on him by 
Regulations under the Defence of the Realm Consolidation Act, 1914, and 
Regulations may be made under that Act accordingly.’ 


This was comprehensive enough ; but it was somewhat vague, 
and left the details of the Controller’s powers to be defined by 
subsequent Regulations. It was some time, however, before any 
attempt was made to define his authority with greater precision. 
The truth is that the Government themselves had no very clear 
idea of what was meant by their promise that ‘ during the war 
shipping will be nationalized in the real sense of the term ’. 
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In urging the creation of a central executive authority for the 
control of shipping, the Transport Advisory Committee were 
_ thinking mainly of the threat to supplies and essential war 
services arising from the shortage of carrying-power. In his 
speech on the New Ministers and Secretaries Bill, however, the 
Prime Minister had represented the appointment of the Shipping 
Controller as dictated mainly by a desire to restrict freights and 
profits. ‘ The prodigious profits which were made out of freights 
were contributing in no small measure to the high cost of commodi- 
ties and I always found that they were making it difficult for us in 
our task with labour. Whenever I met organized labour, under 
any conditions, I always had hurled at me phrases about the undue 
and extravagant profits of shipping.’ 

The influence of freights on commodity prices, and more 
particularly on food prices, had always been exaggerated, and, 
at the time this speech was made, a very large proportion 
of British imports, more particularly food imports, were in 
fact being carried at Blue Book Rates; but the objection 
to excessive profits did not, as we have seen, rest solely on this 
ground. Indeed, the chief difference of opinion among the leading 
shipowners themselves was as to whether such profits could be 
dealt with most effectively by direct action or by an attempt to 
restore the equilibrium between demand and supply. Direct 
restriction of profits had already been carried to great lengths, 
both by freight limitation and by imposition of the Excess 
Profits Duty ; but it was the public demand for more drastic, or 
even punitive restriction, that weighed most in deciding the policy 
of the new Government. 

There was, indeed, one section of opinion that urged the out- 
and-out, permanent nationalization of the entire Mercantile Marine. 
So early as July 1916, a deputation from the Parliamentary Com- 
mittee of the Trades Union Congress had demanded from 
Mr. Asquith, then Prime Minister, the state ownership and control 
of all merchant shipping,! and the attitude of the Labour Party to 
the proposal received added significance from their inclusion in the 
new Coalition. There was, of course, no chance that a Coalition 
Government would commit itself to the nationalization of shipping 


1 The Times, 20 July 1916. 
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as a first step in a general policy of industrial nationalization ; but 
there were those who hoped to secure its adoption as the most 
effective means of obtaining complete control of shipping during 
the war and the transition period, as a measure of national defence 
and an instrument of Imperial development, and as an investment 
likely to prove a large and permanent source of revenue. Among 
those who took this line was Sir Leo Chiozza Money, M.P., who had 
been appointed Parliamentary Secretary to the Shipping Con- 
troller, with the object of relieving Sir Joseph Maclay from 
attendance in Parliament and thus setting free his whole time 
and energy for administrative work.1 

This proposal the Government rejected. Indeed, whatever 
view be taken of nationalization as an industrial policy, it is 
difficult to see how it could equitably be applied to a single industry 
as a war emergency measure, in circumstances which would render 
it impossible to obtain a mandate from the country. Further, 
the task was obviously one of immense difficulty. It involved 
creating, in circumstances of extreme stress, a vast system of 
administration which would have to rely, for efficient manage- 
ment of the ships during the war, on the co-operation of the 
expropriated shipowners. 

Other less drastic proposals were that, for the duration of the 
war, all ships should be run on Government account, the owners . 
receiving either a flat rate of remuneration or a guarantee of 
average peace profits, with or without a commission on any 
additional earnings. The Controller himself was opposed on the 
score of efficiency to any absolute and uniform limitation of 
profits, and on 12th February 1917, as the simplest way of giving 
effect both to the demands for fuller control of earnings and the 
demands for fuller control of employment, the Government 
instructed him ‘that the Shipping Control Committee should 
extend the requisitioning of tonnage at Blue Book Rates so as to 
make it general and as nearly as possible universal, and that the 
cases to which requisitioning did not apply were to be justified 
only by exceptional circumstances ’. 

To what extent, and in what manner this decision was carried 


* Sir Chiozza Money made the proposal in a Memorandum dated 26 January 1917. 
See his article, ‘The Nationalization of Shipping’, in the English Review, June 1919, 
vol, xxviii, pp. 502-11. 
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out, we shall see later. Meanwhile, it must be remembered that 
the Controller was made responsible for the supply of shipping 
as well as for regulating its employment. The new Government 
had decided to adopt the policy under consideration by their 
predecessors, and to undertake direct responsibility for new 
construction. Indeed, they went a good deal farther than the 
original proposal, for they decided not only to embark on an 
extensive programme of State shipbuilding but to purchase all 
ready tonnage that could be procured abroad, to place large 
orders with foreign shipbuilders, and to run the ships, when built 
or acquired, on Government account. Both shipbuilding and ship 
purchase were placed under the authority of the Controller, and 
a clear field was provided for his efforts by prohibiting the laying 
down of any new vessel or the purchase of any vessel from abroad 
on private account. 

This was a new and somewhat startling departure in the 
relations between the State and the Mercantile Marine. In the 
first instance, ships had been requisitioned only for naval and 
military purposes ; later they had been taken up for the carriage 
of such commercial cargoes as the Government considered to be of 
special national importance, and had even been used to carry 
private cargo at commercial rates for the profit of the State; but 
though this development involved a considerable extension of the 
prerogative as hitherto exercised, it left the ownership of the 
vessels unimpaired—they were all subject to re-delivery after 
the war. It was quite a different thing to prohibit owners from 
adding to their fleets, or replacing ships lost by war or marine 
perils, in order that the Government might build up a fleet of 
State-owned ships that could be used not merely for war purposes 
but for post-bellum commercial competition. It is not surprising 
that the shipowners, who could obtain no definite assurance with 
regard to the Government’s ultimate intentions, betrayed consider- 
able uneasiness. 

This uneasiness with regard to the future was all the greater 
inasmuch as the immediate, practical results of State ownership 
were comparatively small. It gave no greater control of employ- 
ment than was enjoyed in respect of requisitioned ships, and the 
financial saving was confined to the difference between Blue Book 
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Rates and the actual running expenses, including remuneration 
of managers—no very wide margin under existing conditions. 

Perhaps the strongest argument for State ownership was the 
belief that innovations in shipyard organization and practice, such 
as dilution of labour, ‘ payment by results ’, and the extended use 
of labour-saving machinery, would meet with less opposition from 
the Unions if all suspicion of private profit were eliminated. It 
cannot be said that experience did much to justify this hope, but 
at the time it carried considerable weight. Nevertheless, the 
decision was widely regarded—and with some reason—as a sop 
thrown to the advocates of nationalization, and an indication that 
no final decision had been reached on the future policy of the 
Government with reference to their proposals. 

To assist him in working out the shipbuilding programme, the 
Controller formed, during December, the Merchant Shipbuilding 
Advisory Committee, composed of leading representatives of the 
industry, together with a small executive staff under Mr. Westcott 
Abell, Chief Ship Surveyor to Lloyd’s Register, as Technical 
Adviser. The acquisition of ships abroad was entrusted to Mr. John 
Esplen, as Director of Overseas Ship Purchase. 

Meanwhile, the Ministry of Shipping was being gradually 
built up. At the head stood the Controller, in whom all executive 
authority was officially concentrated. The Shipping Control | 
Committee was retained as an advisory body on all broad questions 
of policy, with the Controller himself as Chairman, and the 
Parliamentary Secretary as an ew-officio member. The administra- 
tive staff were grouped in three great departments—those of the 
Director of Transports and Shipping, the Secretary, and the 
Accountant-General. Of these, the Accountant-General’s depart- 
ment, or Finance Branch, was formed in April 1917, when a 
separate Ministry of Shipping vote was instituted, from the 
Finance Branch of the old Transport Department, and its functions 
are sufficiently indicated by its title. Concerning the other two 
departments a word must be said. 

The Department of the Director of Transports and Shipping 
was, originally, simply the old Transport Department, which was 
transferred lock-stock-and-barrel to the Ministry in February 
1917. The Director of Transports, under his new title, remained 
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responsible to the Admiralty direct in respect of all vessels on naval 
and military employment, but in all other respects he was now 
responsible to the Controller, who was empowered, also, to inquire 
into the running of ships on naval or military service, and to make 
direct representations on the subject to the Admiralty or the 
Cabinet, with a view to tonnage economy. Under this arrange- 
ment, Mr. Graeme Thomson became an ex-officio member of the 
Shipping Control Committee. 

As transferred, the Department comprised seven branches : 
Naval, Military, Commercial, Requisitioning, the Naval Assis- 
tant’s, Establishment, and Finance. Finance and Establishment 
Branches subsequently split off; the remainder were retained 
unchanged, though Commercial Branch—now known as Com- 
mercial Services Branch—attained a greatly increased importance 
under the new policy of universal requisition. Two new branches 
were subsequently added: Home Trade Branch in June 1917, when 
the coasting traffic was first brought under control; and Port 
Branch in May, to act as a link with the Port and Traffic Executive 
Committee, which retained its separate and independent existence, 
though its directions were made * subject to any instructions of 
the Shipping Controller ’.1 

The Secretary’s Department was gradually built up under 
Mr. John Anderson, who became Secretary to the Shipping Control 
Committee and the Ministry in January 1917. It finally comprised 
six branches: Ship Management, General, Statistical, Manning, 
Legal, and Gratuities. Of these, the first three were the most 
important. Ship Management Branch was formed in April 1917, 
to supervise the running of State-owned ships, such as prizes and 
vessels acquired under the new programme of building and pur- 
chase. General Branch was organized in two divisions, one formed 
round the Establishment Branch of the Transport Department, 
the other dealing with a number of miscellaneous questions, its 
most important functions being to act as a link with the various 
bodies controlling neutral shipping, and to work the system of 
ship licensing. 

It might be thought that, under universal requisition, licensing 
‘would no longer be required. We shall see, however, in the next 
1 Defenve of the Realm Regulation 39 c, 

P2 


212 THE SHIPPING CONTROLLER AND HIS POWERS 


chapter, that the bulk of the liner fleets were never brought under 

full requisition, and though the ‘ Liner Requisition Scheme ’ gave 
the Controller unlimited powers of direction, formal licences were 
still issued, as an additional check on the running of the ships. 
Even among the tramps there were many which, for various 
reasons, were still exempted from full requisition, and the control 
of these, as well as the larger sailing vessels, for which useful 
employment was found out of reach of the submarine, was vested 
in the Licensing Section now formed in General Branch. 

An additional reason for the retention of licensing was the 
expectation that the relaxation of control after the war, like its 
development during the war, would proceed by stages, and that 
a period of control by licence would intervene between release 
from requisition and the restoration of full economic freedom. 
This obviously could more easily be accomplished if the licensing 
machinery were kept, meanwhile, continuously operative. 

Statistical Branch was formed, primarily, for the purpose of 
providing the necessary data for the Tonnage Priority Committee, 
appointed by the Controller in January 1917. This Committee 
owed its origin to a decision taken by the Government, during 
December 1916, to consider the restriction of non-essential 
imports. At the suggestion of Mr. J. A. Salter, Director of 
Requisitioning, the Shipping Control Committee had obtained 
from Sir Norman Hill an estimate of the probable tonnage 
deficiency in 1917, and so alarming was his report that, on 
21st December, the Government appointed a Committee, under 
Lord Curzon of Kedleston, to report on the whole question of 
import restrictions. 

Lord Curzon’s Committee decided, on 8th January 1917, to 
appoint an Interdepartmental Committee, under Sir Henry 
Babington Smith, for the purpose of working out a detailed pro- 
gramme of restrictions. This was done, and on 3lst March a long 
list of commodities appeared in the Gazette, the import of which 
was prohibited except under special licence. Further restrictions 
were laid on the imports of paper and paper-making materials 
and the other items already under regulation ; timber imports and 
those of brewing materials were very heavily cut, and the import 
of a large number of other articles was either totally prohibited 
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or drastically reduced by licensing. In all, the savings were 
estimated to amount to nearly 6,000,000 tons a year, thus allowing 
for a heavy decline in the carrying-power available without 
affecting the space available for the carriage of essentials. Mean- 
while the Tonnage Priority Committee was formed, under the 
Chairmanship of Sir Leo Chiozza Money, to examine the demands 
of the importing departments, all of whom were represented upon 
it, and draw up a monthly priority list of imports within the 
capacity of the available shipping. 

It is a little ironical that this measure, which the Liverpool 
Steam Ship Owners’ Association had proposed in October 1915 
as the most effective method of bringing down freights and ensur- 
ing essential supplies, should not have been adopted until after 
the adoption of that extended State control as an alternative to 
which it was put forward. Most impartial students of the history 
of supply during the war will probably agree that it should have 
been adopted when first proposed, though they will differ as to 
how far it could have averted the necessity for the other steps that 
were in fact taken. It is only fair, however, to point out that 
by 1917 the problem had become considerably less complicated. 
The fact that so large a proportion of imports were now on Govern- 
ment account or under Government control removed many 
administrative difficulties. The absorption of capital, plant, and 
labour in production for war purposes reduced the probable 
dislocation of industry. The increased commitments undertaken 
for the Allies rendered it easier to obtain their assent to the 
inevitable interference with their export trade. 

It will be seen that, of the various bodies concerned with the 
control of shipping during 1916, the Ministry had absorbed the 
Transport Department, the Shipping Control Committee, and the 
Ship Licensing Committee. The Carriage of Foodstuffs Com- 
mittee had ceased to exist before the appointment of the Controller; 
the Transport Advisory Committee was dissolved on the creation 
of the Ministry. It remains to consider the relations between the 
Ministry and the Board of Trade. 

The chief problem in this connexion was that of insulated 
tonnage. The responsibility of the Board of Trade for the meat 
supply of the Allied Armies involved retention by them of their 
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control over the insulated space in the Plate and Australasian 
liners, yet the Controller could hardly perform his functions 
efficiently if so important a class of ships were withdrawn from 
his control, and a deadlock might easily have arisen but for the 
cordial relations which, from the first, existed between the two 
departments. In the first instance, co-ordination was secured by 
simple consultation; but in March 1917, at the instance of 
Sir Lionel Fletcher of the Ministry of Shipping and Mr. H. W. 
Macrosty of the Board of Trade, an informal joint committee was 
set up comprising representatives of both departments and of the 
Plate and Australasian Refrigerated Tonnage Committees. To 
this Committee, to which representatives of the War Office and 
Ministry of Food were subsequently added, all questions affecting 
insulated tonnage were referred before action was taken. 

The Board of Trade, through its Marine Department, continued 
to be responsible for all questions relating to registry, load-lines, 
and other matters dealt with by the Merchant Shipping Acts, but 
close touch was maintained, on all these questions, between the 
Controller and the Board. On the Controller was conferred power 
to enforce the equipment of ships with defensive apparatus such 
as ‘ Otter Gear’ and Paravanes, and he was also empowered to 
direct owners to enclose upper deck space on their ships with the 
object of increasing their carrying capacity.1. Where, however, 
it was desired that the load-line of a ship should be altered in 
a manner inconsistent with the Acts, the matter was dealt with 
by direct negotiation with the Board. As regards the transfer of 
ships, the Board continued to be responsible for the working of the 
Transfer Restriction Acts; but a regulation made in connexion 
with the Government’s programme of ship purchase empowered 
the Controller to prohibit the purchase by a British subject of any 
ship whatsoever. This gave him control even over transfers from 
one owner in the United Kingdom to another, but this power was 
only exercised in exceptional circumstances, the main object of 
the regulation being to preserve the monopoly of the Director of 
Overseas Ship Purchase.? 

Another function hitherto exercised by the Board of Trade was 
the chartering, through Messrs. Furness, Withy & Co., of neutral 


1 Defence of the Realm Regulations 37, 39 z. 2 Ibid., 39 cc. 
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ships for British and Allied service. This function was transferred, 
in January 1917, to the Inter-Allied Chartering Committee, and 
_ for the purpose of giving this body, so far as Great Britain was 
concerned, an effective monopoly, a regulation was issued pro- 
hibiting the chartering of non-British ships without a licence from 
the Board. It was not until January 1918 that this regulation 
was amended by making the Controller, instead of the Board, the 
licensing authority ; but the Inter-Allied Chartering Committee 
decided, from the first, to leave ore fixtures in the hands of the 
Official Ore Broker, and on 1st April this official was transferred 
from the Ministry of Munitions to the Commercial Services Branch 
of the Ministry of Shipping. 

With the exception of the scattered regulations already 
mentioned, no further attempt was made to define the powers of 
the Controller until June 1917, when he was empowered under the 
Defence of the Realm Act to ‘ make orders regulating, restricting 
or giving directions with respect to the nature of the trades in 
which ships are to be employed, the traffic to be carried therein, 
and the terms and conditions on which the traffic is to be carried, 
the ports at which cargo is to be loaded or discharged or passengers 
embarked or disembarked (including directions requiring ships to 
proceed to specific ports for the purpose of loading or unloading 
cargo or embarking or disembarking passengers), the ports at 
which consignees of cargo are to take delivery thereof, the rates 
(maxima or minima) to be charged for freight or hire of ships and 
the carriage of passengers, the form of bills of lading and passenger 
tickets, and other matters affecting shipping, where it appears to 
the Controller to be necessary or expedient to make any such order 
for the purpose of making shipping available for the needs of the 
country in such a manner as to make the best use thereof having 
regard to the circumstances of the time’. He was also given 
power to requisition * any ships, or any cargo space or passenger 
accommodation in any ships, or any rights under any charter, 
freight engagement, or similar contract affecting any ship’ on 
terms to be agreed or decided by the Admiralty Arbitration Board, 
and to abrogate any contract affected by the order. Further, the 
terms of the regulation were to apply, as from 28th June 1917, to 


1 Tbid., 39 D. 
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all ships or space previously requisitioned by the Controller. 
This regulation was amended in November, so as to extend its 
operation to shipyards and shipbuilding facilities generally, and 
in January 1918 the licensing of all voyages, both in the foreign 
and the coasting trade, was, for the first time, explicitly vested in 
the Controller.’ 

Pending the issue of these regulations, the Controller continued 
to act under the general powers conferred on him by the New 
Ministers and Secretaries Act, and all Requisitioning Letters were 
sent out in the name of the Admiralty.? The validity of the 
Regulations themselves was subsequently tested and affirmed in 
the Courts ;4 but how far everything previously done by the 
Ministry of Shipping was covered by the provisions of the Act 
appears to be subject to some little doubt. On the whole, however, 
there was little disposition to question the Controller’s authority. 
Even if well-founded, any legal objection was always liable to be 
overridden by an amending Act, and apart from this, there was 
a strong feeling that the Government should not be hampered in 
the prosecution of the war, by too close an inquiry into the strict 
legality of administrative action. 

No small part of the loyalty with which the Controller’s 
decisions were received and obeyed may, however, be traced to the 
personal influence of Sir Joseph Maclay himself and the other 
eminent shipowners who were associated in the work of control. 
It was evident from the first that the staff of the Ministry must 
necessarily be of composite character. It was necessary that there 
should be a large proportion of men trained in the work of 
administration, acquainted with the routine of departmental 
business, and accustomed to the checks and safeguards requisite 


1 Regulation 39 BBB, 2 Defence of the Realm Regulation, 39 pp. 

3 It is to be noted that neither under the Act nor the Regulations had the Controller 
any power over ships on Dominion or Colonial Register. All matters relating to such 
ships had to be arranged with and through their respective Governments. 

* In Hudson’s Bay Co. v. Maclay (1920), 36 T.L.R. 469. It has been suggested, 
however, that there is a possible conflict between this decision and that in Newcastle 
Breweries Lid. v. The King, where it was decided that the right of owners of stores 
requisitioned for naval and military use could not be deprived by regulation of their 
statutory right to payment at fair market rates, to be assessed, in the event of dispute, 
by a County Court Judge. It seems probable, however, that the effect of the last- 
named decision is confined to goods requisitioned for use of the Army and Navy under 
the special Acts relating thereto. See Scott and Hildesley, The Case of Requisition, 
pp. 97-101. 
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in dealing with public money. It was essential also that there 
should be men of experience and proved ability in the handling 
of shipping problems, and the appointment of a shipowner as 
Controller greatly facilitated their introduction. 

In addition to the Controller himself, the three ordinary 
members of the Shipping Control Committee (Sir Kenneth 
Anderson, Sir Frederick Lewis, and Sir Thomas Royden) were all 
shipowners ; on the other hand, the three heads of departments, 
Mr. Graeme Thomson, Mr. John Anderson, and Sir Frederick 
Banbury, Accountant-General, were permanent Civil Servants. 
In the Transport Department, now bodily transferred to the 
Ministry, the Directors of Requisitioning, Naval, and Military 
Branches (Mr. J. A. Salter, Mr. B. A. Kemball Cook, and Mr. Foley) 
were Civil Servants, but the Director of Commercial Services was 
Sir Percy Bates, a Liverpool shipowner, and another shipowner, 
Mr. A. H. Read, was brought in as Director of Home Trade Branch. 
Port Branch was under Mr. L. A. P. Warner, who came from the 
Mersey Docks and Harbour Board. In the Secretary’s Depart- 
ment the majority of the branches were under Civil Servants, but 
a prominent shipowner, Mr. Ernest Glover, was placed at the head 
of Ship Management Branch. In both Departments numerous 
shipping men served as heads of sections or as members of the 
staff. The various Committees formed within the Ministry, or 
linked to it, were composed, in large part, of shipowners. 

No injustice is done to the ability, zeal, and impartiality of the 
permanent Civil Servants, in saying that this close association 
of shipowners with the Ministry was essential to its success. It 
was not only that their knowledge and experience were invaluable 
in the practical work of the Ministry ; their services were of the 
utmost importance in conducting negotiations with their fellow 
shipowners. Their intimate knowledge of the business enabled 
them to detect anything that was unreasonable in the owners’ 
proposals or complaints; their personal influence smoothed the 
way for the adoption of controversial measures, and even when 
they were unable to convince certain sections of the industry that 
these measures were necessary, they were usually able to secure 
the co-operation of the dissentients in an honest endeavour to 
work the new system to the best possible advantage. 
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It may be added that not only was the Controller himself 
unpaid, but all those leading owners who served the Ministry as 
members of Committees, or Directors of Branches, and in some 
cases of Sections, gave their services without asking any remunera- 
tion, or even expenses, except for a modest subsistence allowance 
to a few of those not ordinarily resident in London. The managers 
and clerks from shipping offices, who were employed as heads of 
Sections or as ordinary members of the staff, were paid at ordinary 
Civil Service rates. 

In addition to those owners who were actually brought into 
the Ministry, it must be remembered that a great deal of the work 
of control was performed by the shipowners’ organizations them- 
selves. The War Risks Associations continued to be responsible 
for the whole administration of the State Insurance Scheme. The 
scheme, to be described in the next chapter, by which the problem 
of liner requisition was ultimately solved, depended absolutely 
on the unpaid, strenuous labour of Committees appointed by the 
Liner Conferences. 

For the management of fully requisitioned vessels, so far as 
manning, victualling, stores, and repairs were concerned, the 
owners continued to be responsible. There were now, however, 
a large number of vessels in the service of the State of which the 
State itself was the owner. It will be remembered that in 1915 | 
the Transport Department had appointed a number of shipowners 
to manage the prize and detained vessels in their service, and it was 
mainly for the purpose of re-allocating these vessels so as to secure 
greater similarity of type between those allotted to each manager 
and those he ordinarily handled that Ship Management Branch 
was formed. To this, however, was speedily added the appoint- 
ment of managers for the ships built or purchased on Government 
account.! Later came a large number of neutral and Russian 
vessels requisitioned, under the law of angary, or by agreement, 
during 1917 and 1918. 

There was no lack of applicants for the post of manager. 


1 These ships were at first registered in the names of the managers, in order to avoid 
the disabilities, such as compliance with the twenty-four hours rule, that might be laid 
on them in neutral ports as ‘ public ships’. After the United States and certain South 
American Republics had come into the war, the danger of such disabilities became 
remote, and by Order in Council of 29 September 1917 the Shipping Controller was 
empowered to register ships in his own name. 


SHIP MANAGEMENT 219 


Many small tramp owners had lost the whole of their vessels by 
war casualties. A still larger number had seen the whole or the 
_ greater part of their fleets requisitioned, and were without employ- 
ment save for the duties already referred to. To all such owners 
the remuneration paid to managers was a consideration. This 
remuneration was on a fixed basis, but when the ships were 
employed in carrying private cargo at commercial rates, a per- 
centage on earnings was also paid. 

The primary consideration in making appointments was, of 
course, to obtain the most efficient handling, by entrusting them 
to owners accustomed to manage vessels of similar type; but 
subject to this, the object of Ship Management Branch was to 
spread the appointments as widely as possible, and save in 
exceptional cases, only two or three ships were allotted to each 
manager, a preference being given to owners who had sustained 
heavy war losses, or whose whole fleets had been requisitioned. 
No applications, however, were entertained from those who had 
taken advantage of the boom to sell their fleets. 

In the spring of 1918 the duties of Ship Management Branch 
were still further extended. There were now some 3,000 steamers 
on full requisition, and the Controller was desirous of establishing 
closer supervision over their running, with a view to obtaining 
quicker turn-round and fuller utilization of carrying capacity. 
In respect of hospital and troop ships, tankers, cross-Channel 
steamers, ships employed in ‘the Indian, Persian Gulf, and East 
African services, and vessels under 1,600 tons, no change was 
deemed necessary or possible; but there remained 2,000 ocean- 
going steamers, employed as Admiralty colliers, as naval and 
military supply ships, or in the carriage of commercial cargoes on 
Government account. To deal with these, twenty experienced 
shipowners were introduced into the Ministry, each of whom under- 
took the supervision of about 100 vessels. The owners remained 
responsible, as before, for manning, victualling, and storing the 
ships ; but the new managers undertook to deal with all questions 
of bunkering, ballast, repairs, and dry-docking, as well as to keep 
a watch on the employment of the vessels, with a view to suggest- 
ing possible economies to the Executive Branches concerned. 


1 By the end of the war a total of 227 managers had been appointed. 


220 THE SHIPPING CONTROLLER AND HIS POWERS 


The services of shipowners were also sought in the running 
of vessels, in commercial service, from or to ports where the 
Ministry had no agency organization, more especially in the Allied 
services. In addition to 197 self-consigned or directed vessels, 
making 503 voyages under the Liner Requisition Scheme,! the 
Cunard Steam Ship Company handled in this way 1,587 vessels, 
making 1,737 voyages for the Wheat Executive, the Collier 
Section, and other authorities. The Elder Dempster Line under- 
took the management, at one time or another, of over 400 
steamers, and many other companies acquired, in this way, large 
responsibilities. 

Finally, it should be noted that, in addition to requisitioned 
neutrals, there were a large number of neutral steamers on charter 
to the British and Allied Governments. Those chartered by the 
Board of Trade, prior to the establishment of the Ministry of 
Shipping, had been fixed through Messrs. Furness, Withy & Co., 
who gave their services in the matter, refusing the ordinary 
brokerage commission. When the arrangements for neutral 
tonnage were centralized in the hands of the Inter-Allied Charter- 
ing Committee, the majority of the ships were still chartered by 
the Committee to Messrs. Furness, Withy & Co., who sub-chartered 
them to nominees of the Allied Governments or the Wheat 
Executive, again refusing remuneration. They also supervised 
the management of a large number of the ships. By the end of 
1917, Messrs. Furness, Withy & Co. had 470 chartered neutrals 
on their hands and were compelled to seek the assistance of 
sub-managers.” 

This close association of the shipowners with the Ministry and 
its work must not, of course, be allowed to obscure the reality 
of the control now exercised over the industry. The owners who 
actually took part in the work of the Ministry were acting as 
public servants, carrying out a policy the broad lines of which 
followed Cabinet decisions. In framing and administering the 
detailed policy of the Ministry itself, they were associated with 


* See Chapter XIV, post. The figures are communicated by courtesy of the Company. 

* In this connexion it may be noted that, throughout the war, all tonnage chartered 
by the Commission for Belgian Relief was fixed by British brokers, who presented to 
the Relief Fund the whole of the brokerage commission. Underwriters also assisted 
by quoting specially low rates on these ships. See Cuthbert Maughan, ‘ The Shipping 
Problem,’ Quarterly Review, No. 447, April 1916, at p. 467. 
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Civil Officials of eminent ability and high authority who had no 
connexion with the industry, and whose voice carried great 
_ weight in the councils of the Ministry. The private owners who 
co-operated in the management of requisitioned ships or chartered 
neutrals had no voice in their allocation or employment ; they 
were the servants of an organization whose policy they had no 
means of influencing. Nevertheless, it is impossible to obtain an 
accurate view of the work of the Ministry without bearing con- 
stantly in mind that, as in the days of the Shipping Control, Ship 
Licensing, Carriage of Foodstuffs, and Advisory Committees, the 
control of shipping was carried on largely by and through the 
leading representatives and organizations of the industry itself, 
and rested, at bottom, on a basis of agreement rather than sheer 
compulsion. This is very clearly seen in the scheme by which the 
problem of universal requisition was finally solved. 


CHAPTER XIV 
UNIVERSAL REQUISITION 


Tue real significance of the decision to make requisitioning 
‘universal ’ lay in its application to the liner trades. The great 
majority of the tramp steamers were already fully requisitioned, 
and of those that remained nominally ‘free’, the greater number 
were plying, under licence, and at agreed or limitation rates, in the 
service of the Allies. Many of them were subsequently requisi- 
tioned and replaced by neutral shipping of which control had been 
obtained under the various tonnage agreements concluded during 
1917 and 1918; but those which remained in Allied service, more 
especially in the French coal trade, were mostly exempted from 
requisition, as the Limitation Freights were considered sufficient 
security for French interests, and even at those rates, the earnings 
of the ships helped to swell the receipts of the Exchequer from 
Income Tax and Excess Profits Duty. 

Other ‘free’ tramps were protected by special agreements. 
Some had been allowed a few free voyages in recoupment of 
‘ acceleration costs ’, and these had to be run off before they could 
be requisitioned. Others were vessels locked in the Baltic at the 
outbreak of war, whose owners had incurred heavy expenditure 
in arranging their escape during 1916, and had been promised 
exemption from requisition as an inducement to incur it. This 
promise it was considered inexpedient to break, but the ships were 
made liable to direction as regards their voyages, and to some 
measure of freight limitation. 

Many were engaged in the coasting trade, and the coasting 
trade had not yet been brought under any form of control. Few 
coasting steamers exceeded 1,600 tons gross, and though a con- 
siderable number of vessels below this limit were requisitioned for 
naval and military service, and many others were employed under 
licence in the cross-Channel coal trade, they were not considered 
suitable for general ocean-going purposes. Thus, few of the vessels 
employed in coasting could be looked to for the fulfilment of any 
fresh demand on the general pool of tonnage, and in the circum- 
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stances it was not thought necessary to burden the Ship Licensing 
Committee or other authorities with their supervision. 
Even after the decision to make requisitioning universal the 
coasting traffic was allowed to remain in private hands. It was 
not, as we have seen, until June 1917 that the Home Trade Branch 
of the Ministry of Shipping was formed, and the control exercised 
by the Branch was, at first, of a very elastic character. The coast- 
ing Companies were not flourishing. Freights had risen ; but they 
were kept down by the competition of the railways, running at 
artificially restricted rates ; thus with all working expenses greatly 
increased, the margin of profit was small. Indeed, many owners 
had transferred their ships to the French coal trade, where, despite 
the Freight Limitation Scheme, they could earn more than in 
coasting traffic. 

The main object of Home Trade Branch was to check the 
decline in this traffic which had been going on since the beginning 
of the war, and was due as much to the competition of the artificial 
railway rates as to the withdrawal of tonnage for naval and 
military purposes or the effects of the submarine campaign. The 
first work of the Branch was to obtain a weekly return of all 
regular liners, and all tramps of 250 tons gross and upwards 
engaged in coasting or in the cross-Channel services, showing the 
capacity, employment, and future commitments of the vessels. 
Armed with these returns, the Branch proceeded to shepherd back 
tonnage from the French coal trade, discourage ballast voyages 
or voyages with part cargoes, and give directions, where necessary, 
as to the order of priority in which the various classes of cargo or 
even particular cargoes were to be lifted. 

These directions were issued under no specific authority. The 
threat of requisition was, of course, the trump card in the hands 
of the Ministry, and could be held in terrorem over the heads of 
contumacious owners, but with few exceptions the owners showed 
no disposition to disobey instructions. They had been struggling 
hard to maintain their services in very difficult circumstances, and 
were ready to co-operate in any measures that promised greater 
efficiency in the traffic. 

Right down to the end of the war the coasting trade remained 
in the hands of ‘ free’ shipping. It was not until January 1918 
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that even a formal licensing system was introduced, or coasting 
freights restricted. By that time those freights had risen above 
those in the French trade, and Home Trade Branch accordingly 
agreed with representative owners on a schedule of rates corre- 
sponding, so far as possible, to those in the cross-Channel traffic. 
Even then, the main difficulty was to obtain cargoes, and during 
the summer of 1918 it became necessary to bring pressure to bear 
on the railways to refuse the carriage of goods for which coastal 
tonnage was available, thus enabling the congestion of the ports, 
and of the railways themselves, to be in some measure relieved. 
Such few free tramps as were neither coasting, ear-marked for 
the Allies, nor protected by special promises of exemption, were 
speedily requisitioned, with the exception of a few vessels, mostly 
on Dominion or Colonial Register, that were still in permanent 
employment abroad. The practice of ‘temporary release’ was 
also discontinued. This, however, involved little real hardship 
to the owners. Admirably as the system had worked when first 
instituted, the urgency of departmental demands had, of late, 
rendered it less easy to grant even a temporary release from 
requisition ; a considerable amount of tonnage for the ore trade 
was provided by agreements with the Alles as to the return 
voyages of colliers allocated to their service, and the conditions 
of that trade had become so onerous that many owners preferred | 
to leave their ships in the hands of the Transport Department. 
Thus, so far as tramp shipping was concerned, the decision to 
make requisition universal pushed only a little farther the principle 
already applied, and introduced no new difficulties and no new 
controversies into the working of the control. The position as 
regards the liner trades was very different. While ‘free’ ships 
were the exception in the tramp trades, they were the rule among 
the liners. It is true that over one-third of the liners on the 
register had been requisitioned,! but these had been taken pretty 
1 On 28 February 1917 the position was as follows : 


Total Fully Proportion 
requisitioned requisitioned 
per cent. 
Liners (including aaa chartered tolines) 1,953 736 37-7 
Tramps : ; 5 : - 1,425 925 64-9 
Oilers . 202 109 54:0 


Total s.s. 1,600 tons gross and UP, — — —_— 
excluding prizes ; 3,580 1,770 49-4 
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equally from the various trades, and many of them had been 
replaced in the liner fleets by purchased or chartered tramps, so 
that the majority of the services were maintained on something 
like a normal basis. The insulated space in meat-carrying 
steamers was under requisition by the Board of Trade, and wheat, 
wool, and sugar, and other Government imports, were carried by 
all the lines at approximately Blue Book Rates; in the North 
Atlantic, indeed, the proportion of the total dead-weight capacity 
definitely allocated to wheat and munitions had been increased 
in January to 85 per cent. These arrangements, however, while 
they restricted the liner companies’ profits, involved very little 
interference with the general management of the lines or the 
running of schedule services. Their chief effect, so far as shipping 
was concerned, was to constitute the State a shipper of specified 
quantities on specially favourable terms. 

From the point of view both of the State and of the ship- 
owners, the requisition of space, even up to 85 per cent. of the 
total, was a very different matter from the requisition of the whole 
ship. In the first place, a considerable proportion of the ship- 
owners’ profit was derived from the high freights received for 
private cargo carried in the free space. In the second place, the 
ships were left in their owners’ hands to be run in their usual 
trade, so that no machinery for State management was necessary ; 
while the fact that payment was made on a voyage or ton, not on 
a time basis, gave a satisfactory guarantee that they would be run 
efficiently. On the other hand, the ships, not being themselves 
under Government control, were not available for allocation to 
other services in the same way as fully requisitioned vessels. 

While the profits derived by the liner companies from private 
cargo offended against the new principle of confining the general 
remuneration of owners to Blue Book Rates, the presence of such 
cargo constituted a serious difficulty in the way of full requisition. 
It was easy enough to fix freights for Government cargoes ;_ but 
if the open freight market for private cargo were destroyed, it 
would be necessary for the lines to exercise an arbitrary discretion 
in respect of the goods to be carried, which would inevitably 
involve friction with shippers, and was irreconcilable with the legal 


obligations imposed on the owners by some foreign Governments. 
1569-59 Q 
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In so far as the lines continued to act as ‘ common carriers ’, it was 
evident that their existing management must be continued in 
some form, whatever became of the profits. 

Further, while a passenger liner taken up as a troop-ship, or 
a cargo liner loaded with a full cargo of wheat, could be hired on 
Blue Book time-charter terms, covering all such duties of manage- 
ment as were normally undertaken by owners under a time-charter, 
a vessel intended to run with mixed cargo and passengers in the 
ordinary liner trades would be of no use unless the terms of 
requisition covered the full services of the organization built up 
by the line at home and abroad. 

Even this, however, was not the greatest difficulty. Before 
the Government had decided on universal requisition, before 
the Shipping Controller had assumed office, the Transport Depart- 
ment had decided that, in view of the exhaustion of the pool of 
tramp tonnage, it would be necessary to make large drafts on 
the liner fleets for the fulfilment of their current commitments, 
and that these drafts must be made first on the long-distance 
services. By January 1917 the discovery of additional grain 
reserves in North America and the temporary solution of the 
dollar credit problem had led to the abandonment of the 
Australian wheat programme, and it was decided to confine pur- 
chases, so far as possible, to the nearest sources of supply. This . 
obviously involved a concentration of tonnage in the Atlantic, and 
the Department proposed to secure this, in part, by the diversion 
of liners from the more distant routes to the Atlantic tracks. 

This tendency was accentuated by the outbreak of the un- 
restricted submarine campaign on Ist February, both because the 
heavy losses suffered increased the shortage of tonnage and 
because the evident probability of the United States coming into 
the war held out a promise of solving permanently the financial 
problem. America did not, in fact, declare war until 2nd April 
1917, and it was not until 17th May that the Government issued 
definite instructions for the importing Departments to restrict their 
purchases in all other markets to a minimum, regardless of 
exchange considerations ; but the principle of Atlantic concentra- 
tion had begun to take effect some weeks before that date. 

How was this concentration to be effected? It was this 
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question that finally forced a decision on the whole question of 
liner requisition, the difficulties of which might otherwise have led 
to the shelving of the problem. It is maintained by some, well 
qualified to judge, that the control of imports would, in itself, 
have secured the necessary rearrangement of services; ships 
would have been diverted, in the ordinary course of business, from 
the routes on which cargo was scarce to the ports where the 
Government purchases and permitted private imports could be 
shipped. Such, however, was not the view of the Ministry 
of Shipping, or of some eminent shipowners who were associated 
with their work. In their view the necessary flexibility of services 
could only be secured by empowering the Controller to divert any 
ship, at any moment, from its accustomed trade to such other 
service as he should think fit, and to impose on vessels left in the 
depleted trades such conditions as to sailings and ports of call as 
would enable the cargoes still required to be carried by the mini- 
mum number of ships. Without such control, they considered 
that the natural desire of the liner companies to retain their 
connexions and goodwill and to discharge their obligations to 
shippers would have the effect of retaining surplus tonnage in the 
distant trades, and would cause the redirection of shipping to lag 
behind the redirection of demand. Further, there were grave 
difficulties in arranging for the management of diverted liners, 
except through some authority having control over the liner 
organizations as a whole. 

So far, the problem could be solved by taking up the ships it 
was desired to divert on ordinary full requisition, and entrusting 
them for management to companies in the Atlantic trade; but 
this would not provide for the pooling of services and agencies 
so as to enable the depleted trades to be carried on with a minimum 
of tonnage, nor could it be done without producing gross financial 
inequality as between the companies. However much services 
were depleted, the great agency organizations of the lines must be 
kept up, to preserve their goodwill and business connexions as 
well as to handle the remaining ships, and the burden of these 
overhead charges would be extremely serious for companies whose 
services were extensively cut down. 

Among those who reasoned thus were Sir Kenneth Anderson, 

Q2 
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a member of the Shipping Control Committee, and Sir Lionel 
Fletcher, who had joined the staff of the Ministry, both of whom 
had large interests in the Australasian trade. For some time past 
they had been engaged in consideration of the problem, and on 
19th February 1917 they presented to the Controller a joint 
memorandum summarizing their conclusions. Starting from the 
postulate that the shipping situation rendered it necessary that 
all liner tonnage should be made equally available for any employ- 
ment, at the Controller’s discretion, they proceeded to argue that 
this could only be accomplished, without gross injustice, by 
securing to all liners equality of reward, irrespective of the employ- 
ment in which they were placed, and that, since any arrangement 
for the pooling of profits would be a complex and lengthy business 
this could only be accomplished by bringing them all under 
Government requisition. The ships, however, would be useless 
unless the full service of the liner organizations were also secured, 
and for this purpose they proposed that the vessels should be left 
in the hands of their owners, to be run on Government account, 
under the general supervision of a Committee for each trade, on 
which both the Controller and the owners should be represented. 
They further suggested that the agency interests in each trade 
should be pooled, so as to render it a matter of indifference to what 
port ships were sent. 

Inasmuch as the use of the liner organizations was the pivot 
of the whole scheme, it was essential to its effective working that 
the co-operation of the companies should be willing and whole- 
hearted, and before submitting their memorandum, Sir Kenneth 
Anderson and Sir Lionel Fletcher had submitted it to representa- 
tives of other liner interests and obtained their general approval 
of its terms. The Controller had, therefore, little hesitation in 
accepting it as the basis of a scheme which would enable him to 
fulfil the Government’s desire for universal requisition, and, what 
was far more important at the moment, give him the power of 
making the necessary diversions to the Atlantic tracks. 

A Liner Requisitioning Section, under Sir Lionel Fletcher, was 
accordingly formed in the Ministry of Shipping, attached to which 
was a Liner Requisitionng Committee, composed of leading 
shipowners. Each member of the Committee eventually undertook 
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the supervision of a definite trade or group of trades, while 
Sir Kenneth Anderson, as representative of the Controller on the 
Committee, was responsible to him for the working of the whole 
scheme. 

The requisite machinery naturally took some time to elaborate, 
and it was necessary to proceed gradually with the requisition of 
the lines. The long-distance trades, from which it was desired to 
divert tonnage, were the first taken, and others were added as the 
organization expanded. By the end of April the majority of the 
main direct trades had been brought under requisition, and by 31st 
May there were few services of any importance, either on the direct 
or the cross-routes, that had not been brought under the scheme. 

The terms of the scheme itself were provisionally defined by 
the Requisitioning Letter sent out, so early as 28th February, to 
the lines in the Australasian trade. By this letter, the lines were 
informed that their ships were requisitioned as from the first 
occasion of completing discharge in the United Kingdom ;_ but 
that, subject to the Controller’s power of diversion, they would be 
left in the owners’ hands, in full confidence that the owners would 
run them on Government account with as much zeal and care as 
if their own interests were still involved. They were authorized 
to incur and to debit the Government with all such usual and 
necessary expenses as a prudent shipowner would normally incur, 
and would themselves be credited with hire at Blue Book Rates, 
less any items, charged as voyage expenses, which those rates were 
usually held to cover.1_ Agency and branch office charges were to 
be debited as expenses ; but it was hoped that a pooling arrange- 
ment might be arrived at with respect thereto. Subject to these 
adjustments, the total gross earnings of the vessel, from the date 
of requisition, were to be credited to the Government. 

As regards the running of the ships, the Australian and New 
Zealand Conferences were desired to submit names from whom the 
Controller might appoint a Committee whose duty it would be to 
draw up a programme for the outward employment of the vessels 
in each trade. Such Committee was to be responsible for informing 
the Controller of all excess tonnage available for diversion, and 


1 Tramps chartered by a line for its regular services were treated as liners for all 
purposes of the scheme ; but were credited with hire at tramp (not liner) rate. 
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for such rearrangements of the sailing programme as the diversions 
might necessitate. The programme of homeward loadings was 
to be placed in the hands of Committees of Agents in Australia 
and New Zealand. 

In thus asking the liner companies to create the necessary 
machinery for controlling their own business, and to run that 
business for Government account, without participating in the 
profits, the Controller was subjecting them to a demand for which 
there was little precedent even in the records of the war ; but the 
Australasian lines had already shown, in connexion with the 
arrangements as to insulated space, a genuine desire to assist the 
State. Apart from their unquestionable public spirit, the proposal 
itself offered them one very tangible advantage, inasmuch as the 
debiting of organization charges to voyage account relieved them 
of the prospect of heavy overhead expenses remaining as a burden 
on their depleted services. They replied, therefore, assuring the 
Controller of their hearty co-operation in carrying out the scheme, 
but suggested that, to get rid of the great difficulty in apportioning 
agency and organization charges, a commission of 10 per cent. 
on the gross earnings should be paid to cover these items. They 
put forward, also, certain minor proposals, such as the payment 
of extra marine insurance, where incurred, on diverted vessels ; 
fixed victualling charges for passengers, and a percentage allow- 
ance to cover all claims by passengers and shipowners for which 
the Government would otherwise be liable as voyage expenses. 

Similar assurances were given by the majority of the Con- 
ferences to whom the Requisitioning Letter was sent; but while 
little objection was raised by any of the trades from which it was 
proposed to withdraw tonnage, it soon became evident that the 
scheme—in its original form—appealed much less strongly to the 
one trade on which such directed tonnage was to be concentrated. 
The Liverpool shipowners had always been particularly distrustful 
of State control. It was not that those who guided their policy 
were less patriotic than the other leading shipowners. They had, 
indeed, deserved well of the country for their strenuous advocacy, 
sometimes against their own financial interests, of measures 
directed to the maximization of carrying-power; but they were 
intensely suspicious of State interference in the actual running of 
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the ships. This attitude may be attributed in part to the tenacity 
with which they held to the economic principles of the Manchester 
school, and in part to the peculiar characteristics of the trade in 
_ which they were, most of them, engaged. It was on this ground 
that the North Atlantic Conference now raised certain objections 
to the scheme proposed in the Requisitioning Letter. 

They began, indeed, by questioning the legality of the proposal 
to ‘commandeer the profit-earning power of their organizations 
both here and abroad’; but they declared themselves perfectly 
willing to carry out the wishes of the Government, provided the 
conditions would enable each line to render the greatest possible 
service to the nation. They could not, however, accept the 
responsibility of managing the ships on Government account 
under conditions that, by impairing their carrying-power, would 
imperil the successful prosecution of the war, and they considered 
that the scheme outlined in the Requisitioning Letter would have 
this effect in the North Atlantic, however suitable it might be 
to other trades. 

It was not merely that the North Atlantic was the only route 
on which it was now proposed to concentrate tonnage. Already 
the number of round voyages amounted to about 2,000 annually, 
as against 150-200 in the Australasian trade. This in itself 
enormously increased the difficulty of centralized control, by any 
Committee, of the sailing and loading programmes. Further, the 
North Atlantic Trade was a ‘ferry service’, im which the most 
important factor was a quick and regular turn-round, and this 
depended, above all, on the work of the offices and agencies in the 
collection of the. cargoes, as well as on the pier, berth, and wharf 
establishments of the lines. The right of the Government to give 
general instructions as to the quantities and descriptions of the 
cargoes to be carried was not disputed, but the full utilization of 
the existing facilities, to give the quickest possible turn-round, 
could only be achieved by taking advantage of the driving power 
of the individual lines, and by investing those lines, individually, 
with responsibility and authority. In a highly organized ferry 
service, the centralizing of programmes and pooling of agencies 
could only result in hampering the working of the lines and 
leading to a disastrous waste of carrying-power. 
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They proposed, therefore, that the running of the liners in the 
North Atlantic trade should be left in the hands of those lines which 
already possessed an established organization for both loading 
and discharging in the United Kingdom and North America, such 
lines undertaking to run the vessels on Government account, as if 
for their own individual profit. With regard to the ships diverted 
from other trades to the North Atlantic, they suggested that the 
owners of diverted vessels should have the option of placing them 
voluntarily under the management of one of the Established Lines, 
and that failing such selection, they should be allotted for manage- 
ment by a committee to be appointed by the Controller. 

Radical as was the departure contained in these proposals 
from the machinery outlined in the Requisitioning Letter, they 
left untouched the main principle of the scheme—the running of 
the ships on Government account. In his reply to the letter in 
which they were put forward, Sir Joseph Maclay stated that he had 
always recognized that the special characteristics and conditions 
of the North Atlantic trade would call for special treatment, and 
with one or two modifications directed to defining more clearly the 
powers of the Government, he accepted the proposals as a basis 
for discussion. 

There was still, however, much to be done before the scheme 
could be regarded as complete. In particular, the whole question 
of remuneration for management and agency services had to be 
settled, not only with the North Atlantic Conference but with all 
the lines. The North Atlantic, in common with the other lines, 
first proposed a commission basis, and this had been the Con- 
troller’s original intention ; but owing to the wide variations in 
character between the various trades, and the still wider dis- 
crepancy between the manner in which they were to be dealt with 
as regards the maintenance of services, it was impossible to fix 
a rate that would be adequate in all trades without being excessive 
in some. Sir Kenneth Anderson, who was conducting the negotia- 
tions on behalf of the Ministry of Shipping, accordingly proposed 
that, instead of paying a commission on cargoes carried, the 
Government should allow the lines to debit, as voyage expenses, all 
agency commissions properly incurred, and the actual cost of 
maintaining their own organizations, whether those organizations 
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were fully employed or no. In other words the lines would pay 
over to the Government the total gross earnings of the ship less 
(1) Blue Book hire, (2) actual out-of-pocket expenses not covered 
by the Blue Book Rates, (3) permanent overhead charges. 

This offer was readily accepted by all the lines. To the trades 
from which it was proposed to divert tonnage, the upkeep of 
their organizations was the all-important question. Even for 
the Atlantic lines it had become a serious consideration, owing to 
the increase in running expenses, and to their exclusion from the 
*one-account’ for Excess Profit Duty. For all the liner com- 
panies this question of organization charges was of more impor- 
tance than their pecuniary interest in the carriage of private cargo, 
and the provision for recoupment of such charges outweighed any 
disadvantages attaching to the scheme. 

The details of accounting, more especially the definition of 
voyage expenses and organization charges, were not to be settled 
off-hand, and several months elapsed before agreement on all 
points could be obtained. This, however, was not allowed to 
impede the carrying out of the scheme. The North Atlantic 
Allocation Committee was formed in April, and by the end of that 
month Conference Committees and Loading Committees had been 
formed for most of the other trades, on the lines laid down in the 
Requisitioning Letters. For these trades, Priority Cargo pro- 
grammes were worked out monthly by Commercial Services 
Branch, and all tonnage in excess of that required to lift the 
priority cargo was diverted to the North Atlantic, where the ships 
were allotted by the Allocation Committee for management by the 
Established Lines, in proportion to their capacity for undertaking 
additional responsibility. From May 1917 onwards the Liner 
Requisition Scheme may be said to have been in full working 
order so far as the running of the ships was concerned ; both 
the Ministry and the owners being content to leave the financial 
details for subsequent adjustment, in full faith that an equitable 
settlement would be reached. 

The Heads of Arrangement submitted by the North Atlantic 
Conference were accepted as the basis of the negotiations. The 
financial questions were the same for all lines, and all lines outside 
the North Atlantic were interested in the provisions relating to the 
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treatment of diverted vessels. Indeed, the scope of these pro- 
visions was not confined to the North Atlantic. The whole purpose 
of the scheme was to secure the utmost flexibility of services, in 
order to meet the changing demands of the situation as regards 
tonnage and supplies; and diversions of meat-steamers, for 
example, from the Australasian to the Plate trade became very 
frequent in the final stages of the war. 

Even with a definite basis for discussion, the progress of 
negotiations with some thirty conferenees was likely to be slow, 
and during June the chairmen of the leading conferences were 
formed into a committee, under Lord Inchcape, for the purpose 
of centralizing the negotiations. The chairmen, however, were 
not plenipotentiaries. Although the conference committees were 
responsible, except in the North Atlantic, for the framing of 
sailing programmes and for reporting superfluous tonnage to the 
Liner Requisition Committee, the whole basis of the scheme, as 
now accepted, rested on the individual responsibility of the 
Established Lines in each trade for the running of the ships. On 
the financial side, too, it was essential, in order to avoid disputes 
over the accounts which, it must be remembered, would ultimately 
have to be settled with the Treasury, not with the Ministry of 
Shipping, that there should be a definite agreement between the 
Government and the individual lines, and this agreement would 
not become effective until the companies themselves had signed 
the Heads of Arrangement. 

Apart from financial questions, the chief problem related to 
the treatment of diverted vessels. By confining the Established 
Lines to those actually operating ships in each trade, full security 
was given to such lines against the setting up of new competitors 
under cover of war emergency; but the task of defining the 
relations between the Established and Consigning Lines, in such 
a manner as to preserve the goodwill and trade secrets of each, 
was one of some delicacy. Eventually, it was arranged that the 
management of self-consigned vessels—those voluntarily placed 
in the hands of a particular Established Line—should be left, so 
far as possible, to their owners, who might employ their own 
loading organization in the United Kingdom; but that the 
engagement of all cargo both at home and abroad, and the loading 
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of all cargo abroad, should be carried out solely by the Established 
Line, the responsible party under the agreement. Further, the 
Consigning Line was to be allowed to present its own voyage 
accounts for self-consigned vessels, and was to be furnished by the 
Established Line with the necessary material for that purpose. 
The accounts for all other vessels were to be presented by the 
Established Line. Neither line was to be required to disclose to 
the other any information prejudicial to the maintenance of its 
own business and goodwill, subject, of course, to the necessity of 
disclosing to the Government all such information as they were 
entitled to receive under the agreement. 

On the financial side, the chief difficulty was presented by 
the definition and treatment of organization charges. This was 
eventually settled on the basis of the Government paying all 
out-of-pocket costs properly incurred under this head, together 
with an allowance representing a fair equivalent of rent for 
premises the property of the line. 

Three other stumbling-blocks were mail subsidies, off-pay, and 
war risks. For a time, the shipowners strove hard to have mail 
money and subsidies excluded from the contract, on the ground 
that they were not merely earned on the voyage, but represented, 
in many instances, recoupment of heavy capital expenditure. 
The Ministry, however, insisted on their inclusion in the accounts, 
all lump-sum subsidies being apportioned in respect of each 
voyage. 

As regards * off-pay ’ the companies represented that, inasmuch 
as their whole fleets were being taken over as a going concern, it 
was reasonable that hire should continue during any period of 
temporary disablement ; but the Government would only agree 
to pay hire during a period of disablement caused by marine risks, 
when such disablement arose through circumstances attributable 
to a state of war, or when the time occupied by repairs was 
substantially prolonged through war conditions. 

The question of war risks took longer to solve than any other. 
It was a part of the arrangement that the State should assume 
war risks on the liners as on other requisitioned vessels, but the 
Government desired to keep the machinery of the War Risks 
Associations in being, for the adjustment of claims and general 
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purposes of administration. It was arranged, therefore, that the 
lines should continue to insure their vessels, but that, as from 
20th August 1917, the whole of the premiums received in respect 
of vessels entered in the associations, whether running under 
liner requisition or no, should be paid over to the State, by whom 
the whole liability was accepted.1_ This arrangement included the 
Excess Values Associations. The lines were unwilling to accept 
the payment of ‘ ascertained values’, as on fully requisitioned 
ships, as an equivalent of the definite values for which they had 
hitherto insured, and the final agreement was that they should be 
permitted to insure up to a total value to be approved by the 
Shipping Controller ; but that, as the final decision as to insurable 
values rested in his hands, they should be permitted, in the event 
of loss, to claim either the actual insured value or the ascertained 
value at the date of loss. For the period from the date of requisi- 
tion to 20th August, the owners were to debit the Government with 
all premiums actually paid (including an apportionment of time 
premiums) in respect of voyages on Government account. For 
this period also, they were to debit the appropriate proportion of 
any calls made by the associations in respect of their liabilities 
under the schemes. 

These details having been satisfactorily adjusted, a meeting 
of the drafting committee of chairmen was held on 22nd August, 
at which the Heads of Arrangement were approved, and in 
September the Controller himself formally approved the arrange- 
ment, subject to agreement of values for war risks, and settlement 
of the form of auditor’s certificate to accompany the voyage 
accounts. This certificate was settled during the next few weeks, 
and on 15th October a full meeting of the conference chairmen 
agreed, with one dissentient, to recommend signature by the lines 
they represented. 

The one dissentient was Mr. R. D. Holt, whose company, 
the China Mutual Steam Navigation Company, had instituted 
proceedings against the Controller for the purpose of testing the 
whole validity of the Liner Requisition Scheme. On 15th Novem- 
ber, the action of China Mutual v. Maclay came on before 


* Compensation for the loss of fully requisitioned vessels continued to be paid by 
the State direct. The only vessels, other than those on liner requisition, affected by 
the new arrangements were the comparatively few ‘free’ ships. 
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Mr. Justice Bailhache, and the judgement pronounced in that 
case shattered at one blow the whole legal basis of the elaborate 
structure that had been so carefully raised. 

It must be remembered that the whole scheme rested, legaily, 
on the Requisitioning Letter originally sent out to the companies. 
The Heads of Arrangement, which had not yet been signed, 
related only to the details of its application. The plaintiff’s case 
rested on the contention that the Requisitioning Letter purported 
to requisition not only the ships but the services of the owners and 
their staff, and that this went beyond the powers conferred on the 
Controller. Counsel for the Crown made little or no attempt to 
argue that he possessed the power of requisitioning services ; but 
contended that such part of the Requisitioning Letter as related 
to the running of the ships amounted merely to the expression of 
a hope that the owners would accept the scheme proposed, and was 
separable from the requisitioning clauses. 

On every point the judge decided for the plaintiffs. He held 
that the Controller had no power to requisition the owners’ 
services ; that the Requisitioning Letter did, in fact, purport to 
do so; that the clauses requisitioning the ships must be construed : 
in the light of the document as a whole; that the letter was 
consequently wléra vires and all proceedings under it null and void.’ 

To the Ministry of Shipping this was a staggering blow. The 
whole scheme under which the liners had been running since May, 
and on which the Atlantic concentration—the pivot of the whole 
supply system of the country—mainly depended, had been pro- 
nounced to be without legal or constitutional warrant. Nothing 
but special retroactive legislation could rectify the position, and 
legislation giving the power to requisition services was not likely 
to go through without strong opposition. 

The shipowners, however, had no intention of pressing their 
advantage ; they desired only recognition of the fact that their 
co-operation was voluntary and not enforced. In bringing the 
action, the China Mutual Company had performed an important 
public service, for while there was no desire to scrutinize too 
closely measures taken for the public safety, the tendency to 
over-ride constitutional principles by departmental decree had 


1 1918, 1 K.B. 33, 34 Times Law Reports, 81. 
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become a serious menace to the liberties of the subject. This was 
their whole object. Mr. Holt himself had co-operated zealously 
in working out the Heads of Arrangement, and having obtained 
their verdict, the plaintiffs at once intimated their intention of 
waiving their rights under the judgement.t The other liner 
companies, without exception, followed their example. It was 
essential, however, that their assent should be formally signified, 
and on 17th November the Ministry of Shipping sent to each line 
a letter requisitioning their ships on Blue Book terms, ‘ subject 
to any agreed modifications ’, and requesting a formal assurance 
that the lines would co-operate in the management of the vessels 
on the terms already discussed. This assurance was willingly 
given, and as soon as the values of the ships for war risks purposes 
could be proved, the Heads of Arrangement were signed by the 
lines. 

So ended these prolonged negotiations, the conduct of which 
reflected credit on the fairness and moderation displayed alike by 
the owners and by the representatives of the Ministry. Their result 
was of the highest importance. It secured that, not merely from 
the date of signature, but from the original date of requisition, the 
scheme of concentration on the shorter routes should have behind 
it the whole driving power of the lines, without which the ships 
would have been practically useless to the State. For the owners 
it entailed heavy responsibilities. The work of the Conference and 
Loading Committees was arduous and anxious; the rearrangement 
of services consequent on diversions to the Atlantic involved 
riding rough-shod over established customs and business con- 
nexions, and leaving large sections of the Eastern and other 
distant trades at the mercy of foreign competitors ; the handling 
of the diverted ships increased enormously the burden on the 
managements of the Atlantic lines. On the other hand, the 
identity of the lines was preserved, and the arrangements for 
upkeep of their organizations was not only of the first importance 
to the recovery of trade after the war, but represented, especially 
to lines in the depleted trades, an immediate relief that outweighed 
all other considerations. 


See letters from Lord Inchcape and Mr. R. D. Holt in The Times, 18 and 20 
November 1917. 
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CHAPTER XV 
STATE SHIPBUILDING AND THE STANDARD SHIP 


Tue decision to build, buy, and run ships on Government 
account represented, as we have seen, a much more radical 
departure from precedent than the extension of requisitioning. 
There were, on the other hand, strong practical arguments for 
entrusting the Controller with the full responsibility for mercantile 
construction, whether or no this necessarily implied State owner- 
ship and operation of the vessels. Some new method of dealing 
with the shipbuilding problem was unquestionably required. 
Although the output of completed tonnage for the last quarter of 
1916 showed a considerable improvement, the total for that year 
was about 100,000 tons below the 1915 level, and amounted to 
little more than one-third of the losses due to enemy action and 
marine perils. One main cause of the reduction was an increase 
in Admiralty demands, but the combined naval and mercantile 
output was far below the level of 1913, and in view of the rapid 
acceleration in the rate of loss, the 1913 figures themselves could 
no longer be regarded as an adequate standard. 

Shortage of labour and shortage of steel were still the main 
obstacles to increased output. The attempt to get back skilled 
‘shipwrights and marine engineers from the Army had not been 
very successful, and the supply of steel presented even greater 
difficulties than the supply of labour. The Admiralty, the War 
Office, and above all the Ministry of Munitions, were all fiercely 
competing for material, and merchant shipbuilding received, in 
practice, only what was left over after other claims had been 
satisfied. 

It was the hope of regulating effectively the competition for 
labour and material, and of securing for mercantile shipbuilding 
a reasonable priority, that formed the strongest argument for 
control. The shipowners subsequently contended that, had they 
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enjoyed during 1917 and 1918 the same facilities for obtaining 
execution of their orders as were enjoyed by the authorities, they 
would have secured better results than were achieved under the 
State programme; but this contention, whether well founded or no, 
begs the main question. The competing departmental demands 
were so powerful, and mercantile construction had so long been 
regarded as of secondary importance, that it is very doubtful 
whether the allocation necessary for increased output would ever 
have been obtained except by a strong department definitely 
responsible for building merchant ships. 

This, however, was not the only consideration that weighed 
with the Government. A strict control of designs was regarded 
as desirable, in order to ensure the due subordination of com- 
mercial considerations to war requirements. This had already 
been secured to some extent by the system of ‘ Munition Certifi- 
cates’; but the control now proposed was of a more positive 
character. The pressing necessity of the moment was the largest 
possible output, in the shortest possible time, of handy cargo- 
boats with large dead-weight capacity. Throughout 1916 the 
introduction of a ‘ Standard’ ship had been widely advocated in 
the Press as a means of accelerating construction. The standard 
ship had, indeed, come to be regarded by many people who knew 
little of the real obstacles to increased output as a panacea for 
all shipbuilding difficulties. There was, nevertheless, a strong 
case for further standardization both of hulls and engines, and it 
was now decided that the new ships to be laid down on State 
account should be of standard type. 

Standardization of engines was actually a more urgent matter 
than standardization of hulls. The marine engineering shops had 
been hit even harder than the shipyards by the withdrawal of 
skilled labour, and it was often not until many weeks after the 
launch of a ship that her engines could be delivered. It was, 
therefore, a matter of great importance to render engines for ships 
of the same class, so far as possible, interchangeable, in order that 
the first completed set might be fitted to the first completed hull. 

Similar arguments applied to the standardization of hulls. 
Interchangeability of parts would enable material to be delivered 
to the builders in the priority of their respective immediate needs. 
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By adopting the simplest effective type of cargo carrier, and 
eliminating every detail that was not strictly essential, it would 
be possible to reduce the number of scantlings, and thus to use the 
limited plate-rolling facilities available to better advantage, by 
enabling larger parcels of material to be rolled to one pattern, 
entailing the fewest possible changes of roll at the mills. Finally, 
it was hoped that much time would be saved by centralized 
preparation of designs and specifications. 

For these reasons, the Shipping Controller decided at the end of 
December 1916 to proceed at once with an extensive programme 
of standard ships on Government account, and all new contracts 
for private owners were accordingly prohibited. With regard to 
vessels already under construction, amounting to some 1,800,000 
tons gross, it was decided to hurry on the completion of all tankers 
and meat ships, since the loss of these highly specialized vessels 
could only be made good by new construction, and to complete 
also all handy cargo boats that could be brought into service within 
six or eight months. Work on all other vessels was to be suspended. 

The ships of which completion was permitted were to be for 
account of their original owners, and the practice of allowing 
‘free’ voyages was at first continued. In order, however, to 
comply with the spirit of the new policy of universal requisition, 
the owner was obliged to refund to the Exchequer any surplus 
profit over and above the amount allowed as ‘ acceleration costs’ ; 
and later, in October 1917, a lump-sum payment in refund of such 
costs was substituted for the privileged voyages, the vessels being 
requisitioned on delivery by the builders. 

As fast as ships were cleared off the stocks, they were to be 
replaced by standard vessels. Of these, five types were originally 
approved, and known as ‘A’, ‘B’, ‘°C’, ‘D’, and‘ E’. Type 
‘A’ was a single-decked freighter with a gross tonnage of 5,030 
and a dead-weight capacity of 8175 tons. ‘*B’ was of identical 
dimensions and design, except that a second deck was provided 
at a cost of 100 tons carrying capacity. ‘C’ and *D’ were 
smaller ships of 3,000 and 2,300 tons gross respectively. ‘E’,a 
two-decked vessel midway in size between * A’ and ‘C’, proved 
unsatisfactory, and was speedily dropped. All five vessels were 

‘single screw steamers with horse-power sufficient to give them 
1569-59 R 
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a sea speed of 114 knots,! and for the five classes only two sets of 
engines were required; one being fitted to ‘A’, *B ewandi Hine 
the other to the two smaller types. In all the designs the utmost 
simplicity of construction was aimed at, and was so far achieved 
that the number of steel sections in a standard ship was reduced 
to eight or ten, as compared with thirty or forty in many ordinary 
vessels of similar size. 

The Controller’s programme was not launched without an 
abundance of press and departmental-controversy. He had to 
endure a cross-fire from opponents of standardization and from 
those of its advocates who had their own ideas as to the designs 
that should be chosen. One party wanted ‘mammoth’ ships in 
order to concentrate protection ; another desired a large number 
of small vessels in order to spread the risks. Believers in the 
‘unsinkable’ ship urged a subdivision that would have greatly 
reduced the carrying capacity of the vessels. Writers in the 
shipping press denounced the accommodation provided for the 
crews as a concession to faddists and as setting an impossible 
standard. 

Much of this criticism came from men who had little practical 
knowledge of the requirements of commerce. Much of it was 
inspired by a general distrust and dislike of State control. The 
whole problem of shipping had now become a battleground for the 
advocates of collectivism and individualism, and both sides were 
apt to overlook the requirements of the immediate situation in 
their zeal for their respective dogmas. Some critics of the 
standard programme certainly overlooked the fact that the 
Controller was himself a shipowner of experience, and could 
command the services of some of the ablest shipbuilders and 
designers in the country. 

Even before the initiation of State shipbuilding, the North- 
East Coast Institution of Engineers and Shipbuilders had taken 
into consideration the question of standard specifications for 
cargo ship engines, and during the summer of 1917 the British 


1 As originally designed, types ‘A’ and ‘ B’ had a dead-weight capacity of 8,500 tons 
and a speed of only 10 knots; but before any of them had been even begun, the speed 
was raised, first to 103, then to 11, and finally to 11} knots, in response to Admiralty 
representations. This was achieved by reducing the block coefficient from -78 to -76, 
with a consequent reduction to the dead-weight tonnage shown in the text, and by 
substituting forced for natural draught and a bronze for a steel propeller. 
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Marine Engineering Design and Construction Committee was 
formed, under the auspices of the Institution of Naval Architects, 
the various marine engineering associations, and the great classi- 
~ fication societies, for the purpose of evolving standards more 
suitable for permanent adoption than those of the emergency 
programme. Permanent standardization of hulls presented 
greater difficulties, owing to the varying requirements of the 
different trades; but the Committee on Shipping and Ship- 
building after the War were strongly of opinion that the process 
could, even in time of peace, be carried somewhat farther than 
before the war. 

It is now generally admitted that much of the criticism directed 
against the standard designs was unjust. Inevitably, those 
designs represented a compromise. They had to comply as far as 
possible with the requirements of defence, of commerce, and of 
rapidity in construction. Tried by this combined test, the 
standard ships come well out of the ordeal. They could be built, 
in favourable circumstances, in six or seven months; they met 
the main Admiralty requirements in respect of speed, subdivision, 
and equipment, and they were commercially successful. Their 
extreme simplification of design and the small number of types 
inevitably prevented that differentiation which is normally 
sought by an owner ordering a ship with a view to employment 
in a particular trade, and complete standardization has failed 
to establish itself as a permanent principle in shipbuilding, the 
reduction in initial cost being outweighed by the superior efficiency 
and economy arising from specialization. For general purposes, 
however, the standard steamer proved a good, serviceable cargo- 
boat, seaworthy, moderately fast, handy to work, and reasonably 
economical. On the testimony of owners who managed them 
during the war, or subsequently acquired them, the standard 
ships represented a very fair compromise between commercial 
requirements and the exigencies of an emergency programme. 
They have not been without influence on subsequent construction, 
both in showing the possibilities of greater simplification of design, 
without loss of efficiency, and in proving that a higher standard of 


1 The Times Engineering Supplement, 26 January 1917; Hngneer, 7 September 
1917; Cd. 9192, p. 33. 
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crew accommodation was compatible with large carrying capacity 
and reasonable cost. 

Even at the time, there were many shipowners who recognized 
both the advantages of standardization as a war measure, and the 
merit of the actual designs ; but this attitude did not necessarily 
imply full approval of the Government programme. There were 
already many yards turning out ‘repeat’ ships—both cargo 
liners and tramps—of a type eminently suitable for war purposes, 
and it was argued that better results would be obtained by 
allowing some, at least, of these yards to continue work on their 
accustomed lines, than by enforcing a rigid scheme of universal 
standardization. Such ‘repeat’ ships would unquestionably be 
better suited to the requirements of certain trades ; and against the 
additional simplification of design and interchangeability of parts 
in the standard ships, could be set the incalculable advantages of 
allowing the builders to work on plans and specifications which 
were already in existence and with which their employees were 
thoroughly familiar. It was urged also that the standard pro- 
gramme should not be pushed at the expense of ships already 
under construction, with the exception of those, such as the 
larger passenger liners, which were manifestly unsuited to 
immediate requirements.! 

In arguing for ‘repeat’ ships and for completion of ships 
under construction, the shipowners were, no doubt, influenced by 
their own interest in delivery of the vessels ; but they had strong 
reasons for claiming that their proposals were also in the interest 
of the nation as a whole. In view of the average time actually 
taken to construct the standard ships, and the number of types 
eventually found to be necessary, it is probable that there would 
have been no loss of time, and possibly a gain, in allowing some 
yards to work on their own approved specifications. This argu- 
ment receives additional force from the fact that the first result 
of the standard programme was admittedly to delay the output 
of new tonnage, owing to the necessary changes in organization 
and equipment.? With regard to ships on the stocks, it is worth 

_ 7 Seee. g. Chamber of Shipping, Report of Annual Meeting, March 1917, pp. 25-7, 51-3; 
Liverpool Steam Ship Owners’ Association, Report for 1917, pp. 19-21; for 1918, p. 17. 


2 Sir Eustace d’Eyncourt, Chief Constructor to the Admiralty, at the Institute of 
Naval Architects, Daily Telegraph, 21 March 1918. 
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noting that the large output attained in some of the early months 
of 1918 was due to the decision to complete, for American trooping, 
a number of large vessels laid down before and shortly after the 
_ outbreak of war, but on which work had long been suspended. 
It is true that these ships were not of the types regarded as most 
desirable in 1917; but for war purposes any ship that could be 
completed in a few months had a greater value than the most 
desirable vessel which might only take the water after the last 
shot was fired. 

Whatever the merits or demerits of his programme, the 
Controller was not long left in charge of its execution. The tonnage 
position was still steadily deteriorating. Heavy as were the losses 
suffered during the last three months of 1916, they were far sur- 
passed by the frightful havoc which succeeded the outbreak of the 
‘unrestricted ’ submarine campaign in the following year. The 
climax was reached in April, when the war losses of British 
shipping amounted to 545,000 tons gross, bringing up the total, 
since Ist February, the opening day of unrestricted warfare, to 
over 1,200,000 tons. This loss, sustained in three months, was 
actually equal to the Controller’s estimate of the largest output 
for which he could venture to hope in the whole year, and since 
the Admiralty held out little hope of a substantial reduction in 
the rate of loss, the outlook appeared to be almost desperate, 
unless a great acceleration of construction could be achieved. 
Much, indeed, was hoped from the programme of State purchase 
abroad, but it was obvious that every ton that could be turned 
out at home would be urgently needed, and in the hope of solving 
once for all the problem presented by conflicting claims to labour 
and material, the Government decided, in May, to transfer the 
control of merchant shipbuilding to the Admiralty. The old post 
of Navy Controller was revived, and Sir Eric Geddes was appointed 
to it,! with full authority over both naval and mercantile con- 
struction, except that the Shipping Controller was to remain 
responsible for approving standard designs and the ratio in which 
orders were distributed among them. It was thus hoped ‘to 
provide the Admiralty with an organization comparable to that 
which has provided the Army with munitions . . . to develop and 


1 He was succeeded in July by Sir Alan Anderson. 
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use to the best advantage the whole shipbuilding resources of the 
country ’. 

A great organization, at any rate, was built up. Sir Joseph 
Maclay had been satisfied with a modest administrative staff of 
about thirty, relying for the technical supervision of the pro- 
gramme on the assistance freely rendered not only by the Marine 
Department of the Board of Trade but by the great classification 
societies. The new policy involved a much more direct and 
centralized control. Major-General C. 5. Collard, R.E., was 
appointed as Deputy Controller of Auxiliary Shipbuilding (includ- 
ing mercantile construction), and his staff, organized in thirteen 
Directorates, swelled ultimately to about 600. His programme, as 
eventually worked out, was for 1,566,000 tons in 1917, 2,300,000 
tons in 1918, and an ultimate output at the rate of 3,000,000 tons 
a year. Some rather incautious references in official speeches led 
to a general belief in the country that a 3,000,000-ton output 
was actually in sight. 

Unfortunately a great part of this programme never got 
beyond the paper stage. The truth was that the problem was not 
one of organization, but of men and material. Had labour and 
steel been available in 1915 or 1916, when the shipping boom was 
at its height and owners were clamouring for tonnage, the crisis 
of 1917 would have been much less acute. Had sufficient men. 
and steel been available in 1917, that crisis could have been faced 
with much less anxiety. But it was now too late for any rapid 
readjustment of the allocation of resources. Thousands of skilled 
workers were in the Army and could not be got out without great 
difficulty. The War Office, the Ministry of Munitions, and the 
Allies had claims on the output of steel that they could not, or 
would not, reduce. 

In January 1917, immediately after the appointment of the 
Shipping Controller, the Government took steps to prevent further 
depletion of the labour supply, by exempting from military 
service all men employed in shipbuilding yards and marine 
engineering works prior to 29th March of that year. Later, this 
exemption was extended to all men so employed on or before 
15th July; but this only prevented a further depletion of the 
skilled labour available ; it did nothing to increase it. All efforts 
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made to procure the release of men from the Army proved un- 
successful. There were real difficulties in tracing and bringing 
home even the small number whose release had been decided on 
~ in 1916, and these difficulties were not diminished by the attitude 
of the military authorities, always anxious as to their own position 
with regard to man-power. 

There were three ways by which it was hoped to increase the 
effective capacity of the labour available; by dilution with 
unskilled workers, by the introduction of mechanical devices such 
as pneumatic riveting, and by the adoption of payment by results. 
Negotiations with the Unions for payment by results, with local 
option as to the adoption of the piece-work or the premium bonus 
system, began early in 1917, but progress was exceedingly slow. 
The opposition of the great bulk of organized labour both to 
dilution and to payment by results was deep-rooted, and as some 
employers admitted, had its justification in much experience of 
rate-cutting. Moreover, the Unions were able to argue, very 
forcibly, that so long as the supply of steel for shipbuilding re- 
mained inadequate, adoption of the proposals was likely to lead 
to periods of acute unemployment, without increasing the total 
annual output. 

By the autumn of 1917, owing in part to the completion of 
certain commitments to the Allies, in part to a larger steel output, 
the position as regards steel became much easier; but this only 
brought the labour difficulties to a head. The Unions now declared 
that they would maintain their opposition until all skilled workers 
in the forces at home or overseas had been returned to their 
former employment. In November the Navy Controller was 
pressing the Government for the release of 20,000 skilled workers, 
and in January 1918 the necessary instructions were actually 
given; but the German spring offensive rendered it impossible 
for them to be carried out, and in the meantime the labour situa- 
tion had taken a turn for the worse. All through the year labour 
unrest, arising from high prices, war-weariness, and a widespread 
dissatisfaction with many of the provisions of the Munitions 
Acts and the Defence of the Realm Regulations, had been 
growing in volume and intensity, and it would have been contrary 
to all precedent if this unrest had left the shipyards unaffected. 
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Disputes arising out of the 124 per cent. bonus to time-workers 
were immediately responsible for a three-weeks’ strike of piece- 
workers in January 1918; but the strike probably cost the 
country much less in tonnage than the slackness and friction 
constantly arising from simmering discontent. 

The labour situation in the shipyards was too closely connected 
with the general question of industrial unrest, and more particu- 
larly with the working of the Munitions Acts, to be analysed here 
in any detail. Both the Unions and the employers, however, 
contended that much of the trouble arose from overlapping 
between the authorities—the Shipyard Labour Department at 
the Admiralty, the Labour Department of the Ministry of Muni- 
tions, the Ministry of National Service, the War Cabinet Labour 
Department, and the Ministry of Labour. The Shipbuilding 
Employers’ Federation and the Shipyard Trade Unions accordingly 
proposed, in November 1917, that the Ministry of National Service 
should alone be responsible for the supply and distribution of 
shipyard labour ; that the Ministry of Labour should assume sole 
responsibility for all other questions, such as wage disputes, and 
that a joint committee of employers’ and workmen’s representa- 
tives should be created to advise the Ministries and assist in 
working out schemes for better utilization of labour, and in the 
settlement of disputes. On 22nd November, a joint deputation 
on the subject was warmly received by the Prime Minister; but 
although the proposed joint committee was actually set up by the 
Federation and the Trade Unions, little or no use was made of its 
services.! 

One additional source of labour remained untapped. There 
were in Great Britain many thousands of German prisoners of war, 
and early in 1917 General Collard conceived the idea that it might 
be possible, by providing a judicious leaven of skilled labour, to 
turn their presence to account. It was generally agreed that these 
men could not be employed in the private yards alongside British 
labour, and General Collard therefore proposed that State yards 
should be established in which they could be employed on the 
building, or rather the erection, of fabricated ships. 

The fabricated ship represented a still more extreme form of 


1 The Times, 13 March 1918; Engineering, 15 March 1918, 
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simplification than the ordinary standard design. She was to be 
a mere box with engines, composed of steel parts that could be 
turned out, not in the shipyards, but in ordinary bridge-building 
- and constructional engineering works, and assembled, with a 
minimum of skilled supervision, by untrained labour. It was 
necessary, therefore, that the National Shipyards should be 
established in close proximity to big constructional steel works, 
and in order to avoid labour troubles it was desirable that they 
should be remote from the chief shipbuilding centres. The site 
finally chosen was the Bristol Channel, where it was proposed to 
establish yards at Chepstow, Beachley, and Portbury, with a total 
of forty-one slips, including seven taken over from the Standard 
Shipbuilding Co., who had purchased a small yard at Chepstow 
in 1916. 

This scheme was approved by the Government on 9th August, 
and during September the preliminary work at Chepstow was 
begun. It attracted, naturally, the attention of the private 
builders, many of whom were already committed to an extension 
of their works. 

So early as April 1917 the Shipping Controller had circularized 
the shipbuilders urging them to extend their slips and plant, and 
many of them had responded to his appeal. The costs, however, 
were exceedingly high, and in view of the uncertainty as to the 
prospects of the industry after the war, the majority of the 
builders hesitated to sink any large amount of capital in exten- 
sions without some kind of financial guarantee. The first idea was 
to arrange with the Inland Revenue Authorities to permit the 
retention of excess profits for this purpose; but in July it was 
decided, in order to avoid delays, to sanction direct grants in aid 
of approved schemes. A large number of extensions both to 
shipyards and marine engineering works were put in hand under 
this arrangement, and many other extensions, in respect of which 
no grants were paid, received the necessary sanction as ‘ war-work’, 

When it became known that the Government were about to 
embark on the construction of national shipyards, the builders 
were, not unnaturally, alarmed lest the new scheme should entail 
the diversion of steel and labour from their own establishments 
to the State yards, and during October a deputation waited on the 
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Prime Minister to ‘ receive enlightenment ’ on the subject. At this 
interview the builders claimed that, if facilities were granted, they 
could lay down 100 additional slips, many of which could be 
worked with little addition to their existing plant and organization, 
and could increase by 75 per cent. the output of their yards. 
Before leaving they received a definite pledge that no steel or 
labour (except prisoners) should be allocated to the national yards 
until the requirements of the existing yards for shipbuilding and 
extensions had been fully met. 

In pressing for this pledge it cannot be said that the ship- 
builders were subordinating national to private interests. They 
may or may not have been influenced by the fear of State com- 
petition after the war—it is doubtful whether they took the scheme 
sufficiently seriously to feel any great alarm—but priority for the 
existing yards was, in the circumstances, an urgent national 
necessity. Before a keel could be laid in the national yards, a vast 
amount of preliminary work was necessary. Slips and plant had 
to be erected, roads, railways, electric power, and water supply 
to be provided, accommodation for the workers to be built. In the 
most favourable circumstances General Collard did not venture 
to hope for any actual launchings before November 1918, and long 
before that date the war might be lost, unless the existing ship- 
building facilities of the country were utilized to the full. It was 
necessary, in a war of attrition, to take long views; but it was 
still more necessary to replace, so far as possible, the current losses. 

Moreover, the shipbuilders had some very pertinent criticisms 
to offer. They pointed out that the whole scheme for utilizing 
German labour was based on the provision of a skilled nucleus 
which could only be obtained by an agreement with the Trade 
Unions concerned, and an additional possibility of friction arose 
from the fact that ship repairers’ wages were higher than ship- 
builders’, and it was now proposed to establish a great shipbuilding 
organization in a ship-repairing centre. They strongly urged, 
therefore, that before committing themselves too deeply to the 
scheme, the Government should consult, and obtain an agreement 
with, the Unions affected. 

In the meantime losses continued at a rate only slightly below 
the high-water mark of April, and the requisition by the American 
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Government of some 160 steamers ordered in the United States 
had put an end to any great hopes of relief from oversea construc- 
tion. It was, therefore, necessary to utilize every possible 
~ resource, and it was decided to press on both with the equipment 
of the national yards and with the original standard programme. 

The execution of that programme had been somewhat inter- 
fered with by the oil fuel crisis of 1917, arising, in part at least, 
from the heavy losses of tanker tonnage. In August the design 
of a standard tanker, ‘ ZO ’, was approved, and it was also decided 
to convert into oil-carriers a number of ‘A’ freighters already 
under construction. This process of conversion gave a supply of 
new tankers more quickly than could have been obtained from 
new ships alone; but it delayed by an average of nearly five 
months the completion of the converted vessels. 

Two or three other additions were also made to the original 
list of types, and in these, some concession was made to the 
demands of the liner companies, whose requirements were not 
met by the simple dead-weight carriers of the earlier designs. 
Apart from the question of the recovery of trade after the war, 
it was necessary, even for war purposes, to make some provision 
for replacing the heavy losses among cargo liners, and in August 
1917 a new type, ‘G’, was introduced for this purpose. This was 
a twin screw, 13-knot vessel of 8,000 tons gross, provided with 
insulated space for the carriage of frozen meat. In the same month 
a big 12-knot, two-deck freighter of 6,440 tons gross and 10,795 
tons capacity, originally designed by Messrs. J. & L. Thompson 
& Sons of Sunderland, was approved of as type * F’. 

The introduction of the ‘G’ ships did not, however, wholly 
satisfy the liner companies, and in October 1917 the Liverpool 
Steam Ship Owners’ Association presented a memorandum to the 
Controller, urging that they should themselves be allowed to make 
some provision for replacing their losses. In this memorandum 
they stated that out of 908 liners entered in the Association on 
5th August 1914, 41 had been sold, mostly to the Government, 
and 264 lost by war or marine perils. To replace the lost ships 
36 had been purchased, and 95 added by new construction, leaving 
a net deficit of 174 vessels, or nearly 20 per cent., of the original 
fleet ; moreover, few of the purchased ships were of liner type. 
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They fully recognized the necessity of postponing the construction 
of ships intended primarily for the passenger traffic, but urged 
that the liner class of cargo carrier was of the highest value in war, 
and would be absolutely essential after the war, especially in the 
recovery of the export trade. Many of the cargo liner types had 
been standardized for years, and the yards which supplied them 
were in a position to proceed at once on specifications with which 
they were thoroughly familiar.1 

To this appeal the Controller turned a deaf ear, for the Govern- 
ment were now fully committed to the prohibition of private 
construction, so far as the laying down of new vessels was 
concerned. It was found, however, that certain builders had 
already laid down, without authority, ships complying with the 
requirements of the lines, and in December four such ships—three 
shelter-deck vessels of 5,680 tons gross, and a ’tween-deck vessel 
of 4,600 tons—were sanctioned as types ‘ J’ and F"’, respectively, 
of the State programme. Later, in March 1918, it was discovered 
that further ships of both types had been laid down, and, while 
reprobating this unauthorized departure from the programme, the 
Controller sanctioned their construction, up to a dozen of each type. 

In addition to these unorthodox vessels, official designs for 
five types of coasting steamer were approved in October 1917, and 
type ‘H’, an improved edition of ‘D’, was introduced in 
December, in compliance with Admiralty requirements. At — 
about the same time the first steps were taken in a programme of 
concrete construction. Experiments in shipbuilding. with rein- 
forced concrete as the chief material had already been made in 
the United States, Norway, and Italy, and though these experi- 
ments had not yet proceeded far enough to warrant the application 
of the method to ocean-going ships, it was urged, especially by the 
Ministry of Munitions, that it might profitably be tried in the con- 
struction of small craft; the chief arguments in favour of concrete 
being economy of cost, economy of steel, and economy of skilled 
labour as compared with ordinary vessels. Eight small yards were 
accordingly adapted for the purpose, and orders were placed for 
a dozen colliers and oilers, and 197 small craft—tugs, seaplane 


? This memorandum is printed as Appendix B to the final report of the Committee 
on Shipping after the War, Cd. 9092, pp. 135-8. 
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lighters, and sea-going barges. The advantages claimed for 
concrete proved, however, to be illusory. More skilled labour was 
needed than had been supposed; the actual cost per ton was 
- nearly twice the original estimate, and 50 per cent. above that of 
steel vessels of the same type.! Progress was very slow, and out 
of the 209 vessels for which contracts had been placed, only one 
1,000 ton barge had been completed by the end of the war. 

It will be seen that by December 1917 a wide departure had 
been made from the pristine simplicity of the standard programme. 
Including oilers, a dozen types of sea-going ships had now been 
passed, without including the fabricated vessels, the coasters, and 
the small craft of the concrete programme. It cannot be said that 
any of the additions were made without due cause—the require- 
ments of trade are too varied to be met without differentiation 
in the ships by which it is served—but the necessity of these 
additions goes a long way to confirm the view of those who urged 
the desirability of allowing some, at least, of the yards accustomed 
to turn out repeat ships to proceed with their construction. 

The execution of the programme lagged a long way behind 
schedule time. In addition to steel and labour difficulties, and 
the delays caused by the conversion of freighters to oilers, there 
was a serious obstacle to progress in the enormous increase of 
repair work arising from the intensive submarine campaign, and 
the total output for 1917 amounted only to 1,163,000 tons, 
400,000 below the Admiralty forecast, and a remarkably exact 
justification of Sir Joseph Maclay’s more modest estimate. 

During the winter of 1917-18, as we have seen, labour troubles 
were at their worst, and it became necessary to cut down the 
programme for 1918 to 1,800,000 instead of 2,300,000 tons. The 
shipbuilders’ warnings with regard to the national yards proved 
to be fully justified, for progress was continually interrupted by 
labour troubles, and though a vast amount of preliminary con- 
structional work was done before the end of the war, only three 
keels had actually been laid by the date of the Armistice. 

In the meantime, a further change had been made in the 
administrative control. In May 1918, when, owing to the effect 


1 1,000 ton concrete barge; estimated cost £14 per ton, actual cost £27 10s. per 
ton; steel barge of same type, £17 to £18 per ton. 
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of the German offensive, steel and labour difficulties were at their 
worst, the Government decided on the experiment of placing an 
experienced shipbuilder at the head of affairs, and the entire 
department of the Deputy Controller of Auxiliary Shipbuilding 
was transferred to Lord Pirrie with the title of Controller-General 
of Merchant Shipbuilding, a seat on the Board of Admiralty, and 
the right of direct access to the Cabinet. Under his régime the 
priority promised to the existing shipyards, in respect of materials, 
was strictly adhered to; indeed a certain amount of material was 
actually diverted from the national yards to private builders who 
could turn it to more immediate account; the idea of using 
prisoner and military labour at the national yards was given up, 
and the number of new slips reduced from 34 to 14. The scarcity 
of labour also rendered it necessary to limit the grants made for 
extensions to private yards, and from July 1918 no further grants 
were sanctioned except for comparatively small additions and for 
pressing on a comprehensive scheme of installations for pneumatic 
riveting, the Union’s objections to which Lord Pirrie had succeeded 
in overcoming.t On the other hand, considerable progress was 
made in clearing off vessels that had long been under construction, 
including a number of big liners that could be used for American 
trooping. 

The final result was an output for 1918 of 1,600,000 tons, an 
improvement of nearly 50 per cent. on the previous year, but 
about 700,000 tons below the Navy Controller’s original estimate. 
Of the various new standard types very few became available 
during the war. Indeed, of 181 standard ships completed by 
31st December 1918, 128 belonged to the original types ‘ A’, 
‘B’, ‘C’, and ‘D’, and 26 were oilers converted from those 
models. Of the 2,750,000 tons built in the two years 1917-18, 
standard ships accounted for 804,000 tons; the remainder was 
composed of vessels under construction at the beginning of 1917, 
and built on private account. 


1 See his statement in The Times, 7 December 1918. 


CHAPTER XVI 
WAGES AND CONDITIONS AFLOAT 


THE control of services and acceleration of new construction 
were not the only questions with which the Shipping Controller 
had to deal during his first year of office. The manning problem 
during 1917 became really acute, and special interest attaches to 
the means by which it was ultimately solved, inasmuch as they 
left a more permanent mark on the Mercantile Marine than the 
majority of the measures adopted to meet war emergencies. 

By December 1916 the wages of seamen on monthly articles 
had risen, including war bonus, to 160s. or 180s. a month, repre- 
senting an increase of from 40 to 60 per cent. on the rates current 
in August 1914. Even at these rates, however, it was frequently 
very difficult for ships to obtain full crews. The reduction in 
mercantile tonnage due to war losses had been more than offset by 
the immense expansion of the Navy and the Auxiliary Patrol, and 
the supply of new seamen was seriously affected by military 
recruiting, and by the growing demand for youths to take the 
place, in the shore industries, of men withdrawn for military 
service or munitions work. It was alleged also that the effect of 
increased wages was a tendency for sailors to spend a longer time 
ashore between one voyage and another, and so to reduce the 
numbers actually available at the ports. 

The pay of officers had also been considerably increased, 
though not to the same extent as that of the lower-deck ratings ; 
but the question of supply caused acute anxiety. The chief cause 
of trouble was the competition of the Royal Navy, whose demands 
were continually expanding. The attraction of adventure and 
the possibilities of independent command in auxiliary vessels drew 
many junior officers away from the trading to the fighting service. 

With the object of securing a steady supply of men for 
Commissioned Auxiliaries and ships on transport service, an 
Admiralty Manning Committee was set up in December 1916. 
Its task, however, was rendered hopeless from the start by the 
terms of reference, which provided for engagement at fixed rates 
of pay for the period of the war, the introduction of naval discipline 
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on transports, and the right to transfer men from one ship to 
another. No scheme on this basis had any chance of acceptance. 
It was not much use asking the men to accept rates fixed for the 
duration of the war unless the cost of living could be similarly 
fixed ; and the introduction of the right of transfer and of naval 
discipline on non-commissioned ships were the twin rocks on 
which every previous proposal had split. The Committee them- 
selves appear to have realized the hopelessness of putting forward 
such a scheme for voluntary acceptance, and reported, in April 
1917, in favour of a system of modified conscription, by enrolment. 

In view of the suspicion created by past negotiations, and the 
inextricable entanglement of the war and commercial services, 
such a scheme was certain to be fiercely resented, and the Con- 
troller wisely decided against conscription in any shape or form. 
It was obvious, however, that something must be done to solve 
the manning problem. The appalling losses of shipping during 
the first few months of unrestricted submarine warfare had no 
effect in deterring British seamen from sailing; but they led, 
naturally enough, to a demand for further wage advances to 
compensate for the increased risks, and by May 1917 the level of 
wages at some ports had risen to as much as 200s. a month.! 
Under the Blue Book and Liner Requisition terms, the bulk 
of the financial burden involved in these advances now fell 
on the State, and there was no appearance of any finality being 


1 In reply to an allegation in the House of Commons that the pay of seamen and 
stewards had not been raised in consequence of the risk they were running, a shipowner 
published the following figures of wages actually paid on a cargo vessel of 4,000 tons gross. 


1914 - July 1917 

Per month Per month 

AS NR IGA SBE 8 tif 

Master . , A 22a OO 30 0 0 
Chief mate : 12 10 O Ie? Or 
2nd mate. 9 10 0 VA OU 
Steward . i OREO 13s) Om 0 
Cook 6 10 0O it? 0.20 
M.R.S. Ss A @ 6 10 0 
Boatswain 6.) noes LOR ORO 
Able seaman 5 10 O 9. 0) 0 
Chief engineer . 20 0 0 26 10 O 
2nd engineer sy 0) ie Oa) 
3rd engineer IO IS DG 
4th engineer g Og LY 3.080 
Donkeyman 6 5 0 LOR ORO 
Fireman . : ‘ 5 10) 70 Bh Don 8) 
Assistant cook . ; — AANOMO 
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reached in the liability thus incurred. In the absence of any 
effective machinery for collective bargaining, every advance 
conceded in order to secure a crew for a particular vessel led to 
- a fresh general demand, and the attempt to resist such demands 
was responsible, during the spring and summer of 1917, for 
frequent interference with sailings. 

The fact is that, despite the increase of wages, the merchant 
service was thoroughly discontented. As was recognized in the 
action subsequently taken, the men had genuine and substantial 
grievances, and the absence of any adequate machinery for 
discussion led to other grievances being nursed which fuller know- 
ledge might have shown to be imaginary or exaggerated. 

It added greatly to the feeling of bitterness among the men 
that many of their specific complaints related to the treatment 
of those who had suffered most from the new dangers to which 
merchant seamen were exposed. It is necessary, therefore, to glance 
for a moment at what had been done for the victims of war perils. 

The problem of war-risks compensation first arose in connexion 


with crews interned on the outbreak of war, or taken prisoner in / [)l\/)°)) 


ships captured by the enemy’s surface cruisers. Whether the ©) ( 
shipowners were under any legal liability in these cases was | 
doubtful, and it was subsequently decided that they were not; , .- 
but they felt themselves under a moral obligation to do something 
for the dependants of such men, and the War Risks Associations 
accordingly obtained from the Government power to pay out of 
their premium income an allowance of half wages, or £1 a week, 
whichever was less, to the dependants of internees and prisoners 
of war, including the crews of ships locked in the Baltic. As the 
cost of living rose, this allowance became, in many instances, 
manifestly insufficient, and in December 1916 the Associations 
obtained sanction for payment of pensions and allowances on the 
same scale as those granted to widows and orphans under the 
Admiralty scheme for Fleet Auxiliaries. 

on By this arrangement the Government contributed 80 per cent. and the Associations 
20 per cent. of the total cost ; but it must be remembered that the Government contribu- 
tion came out of their 80 per cent. share of the premiums paid by shipowners under 
the State Insurance Scheme. The Associations bore the cost of administration. See 
Text of Agreements made between His Majesty's Government and the War Risks Associa- 
tions, Cd. 7838, pp. 27-8, and the Report of the Liverpool and London War Risks Associa- 


tion for the year ending 19 February 1919, pp. 23-4. 
1569-59 S 
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The benefits of this scale had been extended, by Order in 
Council of February 1915, to the dependants of all seamen killed 
or disabled by war risks while serving in British trading vessels, 
with the proviso that any sums for which the shipowners were 
liable under the Workmen’s Compensation Act should be applied 
in part satisfaction of the pensions and allowances under the 
Admiralty scale. Under this scale the widow’s pension was fixed 
at one-third of her late husband’s pay, including victualling allow- 
ance, with a minimum of £26. For each child up to the age of 
sixteen, to the total of four, an additional allowance was payable, 
at the rate of one-twenty-fourth pay, with a minimum of £6 10s. 
Amounts awarded under the Compensation Act were paid into 
Court as a lump sum and applied, under direction of the County 
Court Judge, for the benefit of the widow, either in purchase of an 
annuity or in other ways. The amount of the annuity which could 
be purchased for such lump sum was deducted from the pension 
and allowance payable under the scale. 

Experience soon showed that great hardship was caused by 
delays in the assessment of claims and in determining the cause 
of death as a war risk. The War Risks Associations accordingly 
arranged, in May 1915, to take over the whole administration of 
the scheme, and assumed responsibility for the payment out of 
their premium income of the full amount of compensation, 
whether under the Workmen’s Compensation Act or under the 
Admiralty Scale, with power to make interim advances, pending 
final assessment. There were, however, a number of vessels, 
more particularly coasters and, latterly, State-owned ships, that 
were not entered in any Association, and at the request of the 
Board of Trade, the Liverpool and London Association undertook 
the administration of the scheme in respect of men employed in all 
such ships. No charge was made by any of the Associations for 
their services under the scheme, which included not merely the 
investigation and payment of claims, but all necessary arrange- 
ments for medical attention to injured men, treatment in sanatoria, 
and the like. 

The rate of wages on which the whole scale was based was that 


* In addition, the Liverpool and London Association raised among their members 
a sum of over £35,000 to be applied to the education and advancement of the children 
of officers who had lost their lives on ships entered in the Association, 
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commonly in force in 1914, and like the original payments to 
dependants of internees, the pensions and allowances became 
inadequate as the cost of living rose. Attention was called to this 
point at the annual meeting of the Chamber of Shipping in March 
1917," and in the following month the minimum pension for a 
widow was raised to £35 15s. and the minimum allowance for 
a single child to £13. At the same time all restriction on the 
number of children for whom an allowance might be claimed was 
removed, the minimum for four children being fixed at £39, with 
£6 10s. for each additional child.’ 

While it could not be said to err on the side of generosity, this 
scheme represented a considerable drain on the Exchequer, and 
conferred on the officers and men of the Mercantile Marine a 
substantial benefit for which there was no previous precedent. 
What the men complained of most bitterly was that no adequate 
provision was made to redress the hardships suffered by the 
survivors of torpedoed ships. Nothing rankled more than the fact 
that the old rule, by which wages ceased with the loss of a ship, 
was applied to war casualties. Only a comparatively few com- 
panies paid an additional month’s wages to cover the period during 
which the survivors were seeking another vessel, and though some 
provision for immediate relief was made under the * distressed 
seamen ’ clauses of the Merchant Shipping Acts, the men felt that 
they were hardly treated, especially when, as often happened, all 
their effects had gone down with the ship. It is true that, in 
March 1915, arrangements had been made to enable officers and 

1 Report of Proceedings, p. 50. 
2 The following examples show the working of the scale: 
(a) Officer, pay £18 a month, plus 3s. a day victualling allowance = £270 (not 


covered by Workmen’s Compensation Act): Pension £242 = £90. 
(b) Officer, pay £10 a month, plus 3s. victualling allowance = £174. Pension 
£154 = £58 


Annuity purchasable with £300 payable under Compensation Act, £15 12s, 2d. 
Actyal payment, £300 down and pension £42 7s. 10d. a year. 

(c) Seaman, pay 110s. a month, plus 1s. 6d. victualling allowance = £93. 
Pension, minimum, £35 15s. 
Actual payment, £300 down, and pension £20 2s. 10d. a year. 

Children’s allowances were additional in each instance: thus the actual pension 
received by a seaman’s widow with four children would be £61 10s.; with 
five children, £68, in addition to the £300 down or the annuity purchasable 
therewith. Down to February 1919, the total amount paid under the Work- 
men’s Compensation Act exceeded £1,500,000, and the additional payments 
in pensions and allowances under the Admiralty Scale, after crediting the 
above sum, amounted to about £350,000 a year. (See Cmd. 98, p. 10). 
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men to insure their effects, at a low premium, through the War 
Risks Associations ;! but the maximum insurable value for a 
seaman was fixed at £5, and with the advance in prices, this 
became insufficient for the replacement of kit. 

Another very genuine grievance was the expense to which men 
were put in travelling to their home ports from the ports to which 
ships had been diverted in order to avoid submarine danger areas, 
to discharge Government cargo, or to facilitate convoy arrange- 
ments. Such diversions became very frequent from the autumn 
of 1916 onwards, and a man who had been engaged at his home 
port of London might find himself discharged at Hull or Liverpool, 
with a heavy railway fare to pay before he could see his family. 

In the aggregate, these specific grievances were responsible 
for a great deal of justifiable discontent ; but behind them all lay 
the old demands for a national wage, and for such regulation of the 
supply of seamen as the men considered essential for the security 
of their economic position. The question of Chinese labour afloat 
was still giving trouble. The number of Chinamen engaged in 
Mercantile Marine Offices in the United Kingdom had sunk from 
14,224 in 1915 to 11,598 in 1916,” but even so, it exceeded by 
3,400 the number engaged in the last year of peace, and in view 
of the continual wage disputes and the friction with the Transport 
Department over terms of engagement, there was an ineradicable 
suspicion in the minds of the men that all talk of a shortage of 
seamen was a mere cloak to cover the introduction of cheap alien 
labour for strike-breaking purposes. 

This allegation of a general conspiracy by the Transport 
Authorities and the shipowners cannot be substantiated. The 
total supply of seamen might be adequate, if barely adequate ; 
but there were frequent local shortages, and in order to enable 
ships to sail promptly, it was often necessary to sign on such men 
as were available, irrespective of colour. The position was com- 
plicated, too, by the diversion from the Eastern services to the 
Atlantic of ships on which many Chinese and Lascars were already 
employed. These men could not, in fairness, be discharged, if 
they were willing to sign on for the new voyage, and there was 


* Manual of Emergency Legislation, Supplement No, 3, p. 467. The premiums were 
at first 2 per cent. for six months, later 2 per cent. for twelve months. Cmd. 98, p. 9. 
* These figures, of course, include re-engagements. 
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nothing in the conduct of Asiatic sailors and firemen, in face of war 
dangers, to warrant discrimination against them. There was 
truth and justice in the emphatic repudiation by several prominent 
- shipowners of the aspersions cast on the Oriental sailor. 

On the other hand, it is easy to understand the men’s sus- 
picions. While the wages of white seamen varied, in May 1917, 
from 170s. to 200s. a month, those of a Chinaman were only 120s. 
to 130s. As already explained, this discrepancy was not necessarily, 
or usually, reflected in the total wages bill; but it naturally 
excited comment, and apart from the question of current wages, 
there was the undoubted fact that the Chinese were likely to prove 
more malleable in future negotiations than the members of the 
Unions. The fact that wages on board the majority of ships were 
now for account of the Government rather than the owner did 
little to remove the suspicions entertained ; for it was the desire 
of the Authorities to stabilize wages and enforce their own con- 
ditions that was now regarded as the greatest danger. 

This idea that the introduction of Asiatic labour was desired 
for strike-breaking purposes must be considered in connexion with 
the very dangerous developments that arose during 1917 from the 
discrepancy between British and American wages. While the top 
level of British wages in May was 200s. a month, Atlantic wages in 
vessels under the American flag amounted, inclusive of war-zone 
bonus, to $90, say 360s. The result was seen in numerous desertions 
at United States ports. 

In almost all countries it was a long-established custom, con- 
firmed by treaties, to regard the crews of foreign ships, while in 
port, as under the law of their own flag, and to hand over deserters 
to the Consular representatives of their own country; but the 
‘La Folette ’ Law of March 1915 gave American seamen the * right 
to quit’ in any port, without suffering legal penalties. Further, 
the seaman was entitled, on arrival in port, to demand payment 
of half the wages already earned, and if such demand were refused, 
to quit the ship and sue for the full amount due, without any 
forfeiture of wages as a deserter. The operation of this Act was 
extended, as from 4th March 1916, to all foreign seamen arriving 


1 e.g. Mr, Cuthbert Laws, at the Annual Meetings of the Chamber of Shipping. 
See Reports of Proceedings, 1917, pp. 47-9; 1919, pp. 129-30. 
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in American ports, the existing treaties providing for reciprocal 
arrest and handing over of deserters having been previously 
abrogated. Thus a British seaman who had signed on for a round 
voyage became entitled, under American law, to cancel his con- 
tract on the first arrival of his ship at an American port. 

So long as the United States remained neutral, the patriotism 
of the seamen prevented desertions from becoming numerous ; 
but when America entered the war, many of them were inclined 
to argue that this consideration no longer applied, as the cause of 
the Allies was all one, and there was nothing to prevent their 
taking advantage of the higher wages in American ships. During 
the spring and summer of 1917 desertions became alarmingly 
frequent, not so much among the regular hands of the Atlantic 
liners as among the men signed on at the last moment in order to 
complete the crews. The places of the deserters had to be filled, 
to enable the ship to sail on her return voyage, with men signed 
on at the American rates. Many of these highly-paid substitutes 
were of poor quality, and the old hands complained that they were 
not only compelled to work alongside men receiving far higher 
wages, but to put in extra work to make good their inefficiency.? 

On their return to British ports the deserters became, of course, 
amenable to British law, and on some of these sentences were 
inflicted up to six months’ hard labour. These drastic penalties, 
however, did little to solve the problem. Employment was 
available at American ports in many ships bound for other 
destinations than the United Kingdom, and the punishment of 
individuals could do nothing to diminish the smouldering resent- 
ment and suspicion which was spreading throughout the British 
Mercantile Marine. 

Apart from the comparison with American rates, a fruitful 
source of discontent was the wide variation between port wages. 
The demand for a national standard wage had been one of the 
main planks in the seamen’s platform before the war; but the 
circumstances of the war itself had tended rather to accentuate 
the differences between port and port. The actual amount paid 


* In addition to the natural attraction of higher wages, it was alleged by British 
shipowners that blood-money up to £20 a man was sometimes paid to crimps for men 
enticed away from British ships. See Annual Report of the Chamber of Shipping, 1917-18, 
p. 91. ® Hopkins, op, cit., p. 153. 
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varied by as much as 20 per cent. on the maximum, and whereas 
the war bonuses had been merged, in some instances, into the 
regular port rates, there were other ports where their temporary 
. character was still emphasized. 

During the summer of 1917 some attempt was made to 
remedy outstanding grievances. The War Risks Compensation 
Scheme was revised, as we have seen, to bring it into accord with 
the increased cost of living, and in August the scheme of insurance 
against loss of effects was also remodelled. The effects of officers 
and men employed on Government service were already held 
covered without payment of premium, and it was now decided to 
extend this privilege to all merchant seamen, and to refund all 
premiums received, on certificates taken out since the beginning 
of the year, from men to whom no claim had been paid since that 
date. At the same time the maximum amount of compensation 
to a seaman or fireman was raised from £5 to £7 10s." 

In the same month, August 1917, the Board of Trade an- 
nounced that arrangements had been made for the universal 
payment, to the survivors of ships sunk by enemy action, of one 
month’s wages, or pay up to the date of arrival in the United 
Kingdom, whichever should be the greater.2. In September it was 
announced that free railway passes would be granted to the crews 
of all diverted ships, and that all other seamen discharged at 
a Mercantile Marine office would be enabled to travel to their 
home port at peace rates, free of the 50 per cent. surcharge on 
ordinary passenger fares.° 

These concessions were well received, but the seamen com- 
plained that, in practice, they were hedged about with legal 
restrictions that deprived them of much of their value. Great 
dissatisfaction was caused, for instance, by the refusal to consider 
a ship involved in the Halifax explosion as ‘ sunk through war 
risks’ for the purpose of the month’s extra wages, and the restric- 


1 The total amount paid to Officers and Seamen in compensation for loss of effects 
was £1,338,000. Of this amount £384,000 was paid under the original insurance scheme, 
in respect of which premiums amounting to £89,000 were received. £936,000 was paid 
as compensation without payment of premium. In addition £18,000 was paid to men 
who had lost their effects before the original scheme was set up. Cmd. 98, pp. 9 and 11. 

2 In May 1918 it was agreed that this arrangement should apply to the crews of 
damaged vessels brought in or beached. 

3 In July 1918 a free pass was granted to all seamen after serving three months in 
the same ship, and in October the privilege became unconditional. 
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tion of the railway facilities to men discharged before a Marine 
Superintendent rendered the concession of little value to the 
coasting and short sea trades. It must be said, in fairness to those 
responsible for the schemes, that many of the complaints were 
unreasonable, and were so recognized by the Union officials ; 
but they had great difficulty in getting the men to understand the 
impossibility of providing for all contingencies, and the necessity 
for some definite restriction of liability in dealing with public 
money.' 

The truth is that the spirit of unrest had become too deep and 
widespread to be removed by any concessions which did not go 
to the root of the trouble—the question of the standard wage and 
the control of engagements. It was not that there was any sign 
of war-weariness or lack of determination. How little the ‘ un- 
restricted’ submarine campaign acted as a deterrent may be 
illustrated by the singular defence successfully set up by a man 
who was prosecuted for failure to join a transport. He was able 
to prove that his failure was due to the refusal of his shipmates to 
sail with him, on the ground that he had already been in six 
torpedoed ships and was evidently a ‘Jonah’ of the worst 
description.” This man was quite ready to take the risk of a 
seventh torpedo, and there are instances of men who escaped from 
a still greater number of casualties. The increased ruthlessness of 
the attack served only to stiffen their backs. Indeed the seamen’s | 
representatives provoked much criticism in labour circles, by their 
demand, at the Leeds Convention of June 1917, for a vigorous 
prosecution of the war and for the inclusion, in the terms to be 
demanded from Germany, of compensation to the sufferers from 
submarine warfare. This criticism became still more bitter when 
the National Sailors’ and Firemen’s Union, supported by the Deck 
Officers’, Engineers’, and Stewards’ Associations, placed an 
embargo on the passage to Stockholm of Messrs. Ramsay Mac- 
Donald and Jowett, the Labour delegates to a conference called 
by the new Russian Government for the purpose of meeting 
representatives of the German Socialists, with a view to promoting 
a negotiated peace. 


1 Hopkins, op. cit., pp. 28-31. 
* Report of Proceedings at Annual Meeting of the Chamber of Shipping, March 1917, 
p. 46. 
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In view of the fact that the passage of the delegates had been 
formally sanctioned by the British Government, the action of the 
mercantile marine associations in preventing a crew being ob- 
_ tained raised grave constitutional issues. Yet it is easy to under- 
stand the seamen’s attitude. Apart from occasional atrocities, 
such as firing on the boats, the whole methods of submarine 
warfare constituted a violation of the accepted canons of war at 
sea that could not but be bitterly resented by men who clung with 
peculiar tenacity to the traditions of their calling. Exposed to such 
dangers and embittered by such experiences, they were not likely 
to listen patiently to the arguments as to the legality of the 
British blockade contained in the German seamen’s manifesto of 
March 1917, with its impudent assertion that, apart from a few 
isolated ‘ mistakes’, U-boat warfare had always been conducted 
‘with respect for humane and humanitarian principles’. To that 
manifesto an International Seafarers’ Conference held in London 
during August, at which Allied and neutral nations were strongly 
represented, returned an answer that was not less stinging because 
it was closely reasoned and temperately expressed.1 

But if the British seamen were whole-hearted in the prosecution 
of the war, they were no less whole-hearted in the determination 
to secure what they deemed to be their rights; and by August it 
had become evident that no measures were likely to have much 
effect in allaying the unrest unless they did something to meet the 
demands for a national standard wage and for full recognition of 
the Union organization. During July the Ministry of Shipping 
had set up a Mercantile Marine Conciliation Committee for the 
adjustment of disputes, under the chairmanship of Sir Leo Chiozza 
Money ; but this was a purely official body on which neither the 
shipowners nor the men were represented. At the beginning of 
_ August, however, the Ministry invited the National Sailors’ and 
Firemen’s Union and the Shipping Federation to meet the Con- 
ciliation Committee in conference, to discuss the possibility of 
a national wage, the supply of seamen, and the regulation of the 
employment of Chinese. 

_ The attitude of the Federation towards the Union had already 


1 Both the manifesto and the reply are printed in full by Hopkins, Appendices XXIX 
and XXX. 
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been somewhat modified as a result of the new atmosphere created 
by the war. Both organizations had loyally co-operated with the 
authorities in all measures relating to manning, and they had even 
met in conference, on their own initiative, in order to discuss 
questions relating to overtime in port. Both now responded with 
good will to the Ministry’s invitation, and as the result of their 
first meeting, a joint committee was set up, under the Chairman- 
ship of Mr. Griffin, of the Ministry, to consider in detail the terms 
of a settlement. 

The crux of the problem was the question of supply. While all 
men on monthly articles had to be signed on at a Mercantile 
Marine office, the actual sources of supply had hitherto been the 
Shipping Federation on the one hand and the Sailors’ and Fire- 
men’s Union on the other, the majority of the men securing either 
a Federation or a Union Ticket before seeking engagement. The 
Union now proposed that they themselves should undertake the 
whole responsibility for supply, and that no man should be signed 
on except through their instrumentality. To this the owners 
strongly objected, and a deadlock seemed to have arisen, when 
Mr. Havelock Wilson, on behalf of the Union, suggested that there 
should be one source of supply, under the joint control of the 
Federation and the Union. This proposal was at once accepted, 
and the conference settled down to the arduous task of drafting 
a constitution for a National Board to deal with both wages and 
supply. 

Meanwhile the unrest was increasing in intensity, and during 
September the Union Executive frankly warned the Conciliation 
Committee and the Ministry of Shipping that unless a speedy 
decision could be arrived at on the question of a standard wage, 
the trouble was likely to pass beyond their control. Before this 
decision could be reached, however, many thorny questions had 
to be threshed out in connexion with the proposed Board, and the 
draft constitution was still under discussion when, at the beginning 
of October, matters came to a head through the crews of three big 
liners at Liverpool refusing to sign on unless the seamen were paid 
240s. and the firemen 250s. a month, all bonuses being merged into 
wages. All attempts, either by the Union leaders or by representa- 
tives of the Ministry, to induce the men to resume work pending 
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a settlement proved absolutely useless. The men were determined 
that ‘ the standard of life that they had recently been accustomed 
to’ should be maintained, or in other words, that the improvement 
- which the war had brought about in their conditions should be 
rendered permanent by an advance fully covering the recent 
increase in prices.} 

Finding themselves powerless, the Union leaders arranged an 
interview between a deputation of the men and the Shipping 
Controller himself, and at this interview terms, originally sug- 
gested by the Union, were definitely agreed. These terms, 
subsequently confirmed by a mass meeting at Liverpool on 
6th October, were to the effect that a standard wage should be 
determined within four weeks, and should be retrospective as from 
that date; that meanwhile seamen should be paid 220s. and 
firemen 230s. a month, petty officers in proportion, and that the 
Board should fix equivalent rates, also retrospective as from 
6th October, for men on weekly articles. On their part, the men 
promised loyally to accept the settlement and to do their best to 
prevent desertions. 

The principle of a national standard wage, for which the seamen 
had so long been fighting, was thus definitely conceded, and within 
the agreed four weeks it was brought into effect. The urgency 
of the crisis forbade further delay in the negotiations, and ship- 
owners, seamen, and officials worked with a will to complete the 
task of setting up the necessary authority. By 23rd November 
the Controller was able to announce that the National Maritime 
Board had actually been formed. Its Chairman was Sir Leo 
Chiozza Money, M.P., Parliamentary Secretary to the Ministry of 
Shipping ; its Deputy Chairman, Mr. C. Hipwood, C.B., Secretary 
_to the Marine Department of the Board of Trade; its General 
Secretary, Mr. H. W. Griffin of the Ministry of Shipping. The 
remaining members of the Board were drawn exclusively from the 
industry itself. The shipowners had six representatives; the 
deck officers, engineers, sailors and firemen, cooks and stewards, 
were each represented by a panel of six members appointed by 
their respective organizations. Thus, on any question of wages or 


1 See report by Mr. T. Chambers, General Treasurer of the Union, printed by 
Hopkins as Appendix XXXII. 
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conditions relating to a particular class of those employed in the 
industry, the six representatives of the employers would meet an 
equal number of representatives of the employed. 

On 22nd November, the shipowners met the Sailors’ and Fire- 
men’s Panel in the first formal session of the National Board, and 
by 29th November standard wage rates for seamen, firemen, and 
the leading classes of petty officers had been agreed and confirmed 
by the Controller. The basis, for men on monthly articles, was 
230s. a month for able seamen and 240s. for firemen. For sailors 
and firemen on weekly articles, finding their own food, the equiva- 
lent rate was fixed at 77s. 6d. a week. The wages of men in the 
catering department and of various grades not included in this 
preliminary schedule remained to be fixed; but inasmuch as all 
decisions were to be retrospective, this was of little importance, 
now that the Board had been definitely established and had shown 
itself capable of dealing promptly with the questions at issue. 

It was not intended, however, that the Board should be 
merely a wage-fixing body. Its importance lay quite as much in 
the recognition of Union machinery as in the acceptance of the 
standard wage, and now that shipowners and seamen had at last 
been brought together for organized co-operation, both sides 
showed a genuine desire to make this co-operation effective. The 
constitution of the Sailors’ and Firemen’s Panel, as agreed between 
the Union and the Shipping Federation, set out the objects of the © 
Board as embracing : 


(a) the prevention and adjustment of disputes ; 
(b) standard wage rates, and conditions ; 
(c) the regulation and supervision of employment. 


The regulation of employment was to be on the basis of a single 
source of supply controlled jointly by the Union and the Federa- 
tion ; but the shipowner was to have the right to select his own 
crew and the seaman the right to select his ship, subject to 
engagements being effected through the approved machinery. 
The constitution provided for the appointment of Port 
Consultants at the more important ports, appointed respectively 
by the Federation and the Union, whose duties were to co-operate 
in assuring an adequate supply of seamen, to facilitate engagement 
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and discharge, and to bring about, so far as possible, a settlement 
of local disputes. From these Consultants an appeal lay to Joint 
District Boards established for twenty-six maritime districts. To 
_ these Boards also was entrusted the task of establishing a system 
of registration and supply within their area, and of drawing the 
attention of the National Board to any matters requiring con- 
sideration. In the event of disputes, an appeal lay from the 
District to the National Board, and from the National Board to 
the Controller ; but the Controller’s findings were not binding on 
either side, unless accepted by the Board. 

The other three panels—deck officers’, engineers’, and cooks’ 
and stewards’—were of a more informal character, having no 
written constitution. 

After the establishment of the National Maritime Board, the 
manning problem gave much less difficulty. Rates of pay for all 
grades not included in the announcement of 29th November were 
gradually worked out and were made retrospective as from 
6th October. The pay of the Masters alone was not settled by the 
Board, as there was no Masters’ panel, but the Shipping Controller 
fixed rates for the Masters of ships on Government service, and 
these rates were followed by all shipowners. 

The increase in pay of Masters and officers, though very sub- 
stantial, did not, especially in respect of the higher grades, repre- 
sent so great a proportionate advance as that of petty officers and 
seamen. Certain concessions outside the question of pay were, 
however, made to them. For one thing, the right of navigating 
and engineer officers to overtime in port was conceded, though this 
concession was withdrawn, after the war, in 1921. The shipowners 
had always contended that it was wrong in principle. On the 
other hand, the excessive hours of duty in port had been a long- 
standing grievance prior to the war. A solution may ultimately 
be found along the lines of an agreed minimum manning scale and 
fixed periods of leave on pay. In this respect a beginning was 
made during 1918, when it was agreed that all officers should be 
entitled to fourteen days leave on pay for each year of continuous 
service. A less tangible concession, but one that had been strongly 
advocated as tending to raise the status of mercantile officers, was 
the establishment by Order in Council of September 1918 of 
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a standard uniform for officers of the Mercantile Marine. This 
was followed, after the war, by the Mercantile Marine Uniform 
Act, 1919, which gave to such uniform the same protection 
against unauthorized use as is enjoyed by military and naval 
uniforms. 

No further change was made in wage rates until 7th October 
1918, from which date all officers and men became entitled to 
a special war-risk bonus at a flat rate of £3 per month or 10s. 
per week, according to the articles on which they served. This 
bonus, however, was not payable to men serving on vessels 
permanently abroad, and therefore not exposed to war risk. 

Questions of overtime also occupied much of the attention of 
the Board, and were satisfactorily settled as regards both definition 
and rates. With regard to overtime on weekly vessels the owners 
and seamen’s representatives were unable to agree, but on the 
question being referred to the Controller, his findings were accepted 
by the Board. Another question that gave rise to considerable 
difficulty was the supply of food. The rise in prices and the actual 
shortage in supplies during 1918 bore hardly on men in weekly 
vessels, and instances occurred in which ships were unable to put 
to sea owing to the inability of the crews to procure food for the 
voyage. The National Maritime Board accordingly took up the 
matter with the Ministry of Food, and arrangements were made for 
the issue of special ration cards to weeklyseamen, and for priority in 
supplies to retailers selected for this purpose by the District Boards. 
Men on monthly articles were, of course, fed by the owners, but in 
response to the national appeal for economy in consumption, the 
men voluntarily agreed, in March 1918, to surrender one-half of 
their statutory allowance of meat, on the understanding that the 
owners were not to benefit financially by the surrender. This was 
followed by conferences between the National Board, the Sailors’ 
and Firemen’s Union, and the Shipping Federation, as a result of 
which the owners made arrangements for the better service of food 
on board ship which, it was hoped, would both prevent waste and 
compensate the men, to some extent, for their sacrifice. These 
arrangements included the issue of mess utensils and the appoint- 
ment of forecastle and stokehold mess-men, to be paid by the 
owners. Arrangements were also made by the Ministry of Food 
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for the issue of supplementary ration cards to the crews of foreign- 
going vessels during their first two weeks ashore.’ 

Thanks to the establishment of a National Wage Rate, and 
_ the satisfactory settlement of overtime and other questions, the 
difficulty of obtaining crews was considerably reduced. The Port 
Consultants appointed by the Shipping Federation and the 
Sailors’ and Firemen’s Union were now jointly responsible for 
filling vacancies and getting the men on board, and considering the 
hostile relations previously existing between the two organizations, 
they worked together with surprising friendliness and success. 
By May 1918, however, the Ministry of Shipping had again become 
very anxious as to the question of supply, and a report on the 
subject was called for from the District Boards. The Union 
representatives, fearing an attempt to introduce further Chinese 
sea-going labour, asked for a more formal inquiry, and the Ministry 
therefore set up a Departmental Manning Committee under 
Mr. C. Hipwood. The National Maritime Board followed by 
setting up its own Sub-Committee on the Supply of Seamen, and 
an arrangement for co-operation between the two Committees was 
subsequently arrived at. Eventually the Departmental Com- 
mittee reported that the supply of seamen was equal to the 
demand, but that there was no appreciable surplus, and the 
failure of the ordinary sources of supply rendered it desirable to 
consider the formation of reserve depots. An undertaking was 
given, however, that no Chinese would be imported without 
consulting the Union, who subsequently agreed to the enrolment 
of a small number of Dutch seamen at certain ports where a 
reserve was required. 

In reply to the inquiries addressed to the District Boards, 
many of those Boards had drawn attention to the number of 
seamen who had joined the Army, and in compliance with their 
suggestions, the National Board were able to arrange that such 
men should be released, and that youths up to the age of 17-18 
should be allowed to enter the Mercantile Marine instead of 
joining the Colours, providing a special register of all seamen were 
kept at the office of the Registrar-General of Seamen, to allow the 


1 The reduction in meat allowance was also partially compensated by an additional 
allowance of two ounces of bacon per day and 3 lb. of potatoes per week. Hopkins, 
op. cit. pp. 74-6; Liverpool Steam Ship Owners’ Association, Report for 1918, p. 56. 
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closest possible comparison to be made between supply and de- 
mand. The preparation of this register was begun in August 1918. 

In addition to this National Register of Seamen, it was 
arranged that an Employment Register should be kept by the 
Board of Trade Officials at each port, for the purpose of facilitating 
the joint supply system under the control of the Shipping Federa- 
tion and the Seamen’s Union. At the same time a Central Clearing 
Office, also under joint control, was established in London, for 
the purpose of regulating the transfer of seamen from ports 
where there was a surplus to ports where there was a shortage, as 
shown by the local registers. These arrangements naturally took 
some time to elaborate, and they did not, in fact, become effective 
until after the war; but their working proved so satisfactory 
that the Central Clearing House was retained as a permanent 
feature of the joint supply system. 

A further outcome of the system was the establishment of 
a Sea School at Gravesend, under the joint auspices of the Board 
of Trade, the Ministry of Shipping, and the officers’ and seamen’s 
organizations. The object of this school was to give, free of charge, 
a short period (six to eight weeks) of intensive training to selected 
youths of good character and physique, with a view to their 
employment in vessels requiring only one or two hands to make up 
a crew, on the scale of two trained youths for one able, or three 
for two ordinary seamen. As the school was not opened until 
September 1918, it came too late to have any effect on the supply 
of seamen for war purposes ; but the results obtained during the 
first year of working were so good as to justify the continuance 
of the institution. During that period 802 trained youths had 
been passed into service, and the reports received from their 
employers were of a very encouraging character. 

The working out and application of all these schemes and 
developments, the fixing of standard wages for all grades, the 
definition of overtime, the arrangements with regard to food, and, 
above all, with regard to supply and engagement, naturally im- 
posed a severe strain on the machinery of the National Board. 
It is bare justice to both the parties represented on the Board to 
say that it stood the strain well. The National Board itself, the 
District Boards, and the Port Consultants worked energetically 
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and harmoniously, and were assisted by the display of a fair and 
reasonable spirit on the part both of the owners and the men. 
Apart from the big questions of principle to be decided, a constant 
_ stream of minor disputes and adjustments came up for settlement, 
and the majority of these were settled quickly and satisfactorily. 
In the words of one of the Union’s representatives on the Board, 
“Sometimes the Board has come up against hard, inconsiderate 
and immovable persons on both sides, but these have been the 
exception, certainly not the rule.’ ! 


1 Hopkins, op. cit., p. 73. 
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CHAPTER XVII 
CONTROL AND CONVOYS 


For convenience of treatment we have traced to the end of the 
war the development of the manning and shipbuilding problems ; 
it is now necessary to return to the conditions in the shipping 
industry itself under the new régime set up at the beginning of 1917. 
In another volume of this series it has been told how, under 
pressure of the increasing shortage of tonnage for essential services, 
the control of ships and cargoes was developed during 1918 on an 
inter-Allied basis, by the establishment of the Allied Maritime 
Transport Council as a central authority to sift, co-ordinate, and 
adjust to the capacity of the available tonnage, the national 
import programmes.! In the history of Allied supplies this was 
an event of first-class importance ; but it had little significance so 
far as the British shipping industry was concerned. For practical 
purposes the British Division of the Allied Maritime Transport 
Executive was indistinguishable from the Ministry of Shipping, 
and the appointment of the Council brought no change in the 
relations between the owners and the Ministry. 

It is with the history of shipping and not with the history of 
supplies that we are here concerned, and any detailed discussion 
of the effects of control, as reflected in the import returns, would 
go beyond the scope of this book ; the more so as it is impossible to 
disentangle the effects of the shipping control itself from those of 
the whole vast system of State purchase and marketing to which 
it was incidental... There is one point, however, which it seems 
necessary to emphasize because of its bearing both on the contro- 
versies of the time and on post-bellum policy : the intensification 
of control during 1917 and 1918 was a measure of war emergency, 
designed to meet the requirements of an abnormal situation. This 


1 Sir J. A. Salter, Allied Shipping Control, 1921. 
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is a point too often forgotten both by critics of the shipowners and 
by critics of the control itself. 

It is frequently asserted that centralized control became 
_necessary because the ordinary machinery of commerce had broken 
down in the performance of its essential functions, and it is some- 
times implied that this alleged failure proves the inadequacy of 
private enterprise as the mainspring of the economic system. On 
the other hand, a comparison between the trade and shipping 
figures for the earlier and later years of the war has been used 
to demonstrate the inherent inefficiency of State trading. To the 
present writer both arguments appear wholly inconclusive. The 
efficiency of the normal economic machinery cannot fairly be 
judged by its performances under conditions of external inter- 
ference which denied it, to a great extent, the liberty to function. 
The possibilities of State trading cannot fairly be judged by the 
achievements of a hastily improvised organization, operating under 
conditions that differed widely from those of ordinary commerce. 
The experiences of the war may reveal, in each system, certain 
elements of strength or weakness; they cannot, of their very 
nature, be decisive of the main issue. Particularly inconclusive is 
any merely statistical comparison, for such comparison must leave 
out of account essential factors of the problem which cannot be 
statistically represented. 

The shipping and import figures for the war years may be 
represented, roughly, by the following tables, in which the year 
1913 has been taken as the index basis : 


(a) British OcEAN-GOING TONNAGE AND ITS EMPLOYMENT. 


In trade 
between ports | In Admiralty 


Total In trade of outside of the | or War Office 


Repairing or 


tonnage Unite Tinea eee completing 
es Kingdom 
Not separatel 

1913 100 58 42 ee gistinguiabed 
1915 105 52 32 21 — 
1916 104 47 34 22 1 
1917 93 41 25 22 5 
1918 88 41 23 16 8 
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(b) SuipPInc AND Imports IN TRADE OF THE UNITED KiNcpom. 


Tonnage entered with cargoes T t Ratio of 
: Estimated 100 alge export to 
weight of shipping eee 
+48 ; imports values 
British Foreign Total 4 entered Peco 
1913 68 32 100 100 111 83 
1915 56 25 81 85 138 57 
1916 50 24 74 81 147 , 64 
1917 46 10 56 68 160 56 
1918 49 8 57 64 151 40 


N.B.—In Table (a) the figures from 1915 onwards include prize and detained vessels. 
Those for 1917 and 1918 include a number of vessels on Dominion Register not included 
in the figures for earlier years. The figure for tonnage in Admiralty and War Office 
service in 1918 makes no allowance for liner space devoted to American trooping. 


It will be remembered that, down to the end of 1915, the bulk 
of the shipping employed for commercial purposes was free from 
any kind of control, other than navigational restrictions for reasons 
of defence. During the following year all ships were controlled by 
licence, and direction of shipping was adopted in certain trades ; 
but it was not until the decision to requisition for wheat, towards 
the end of 1916, and the introduction of liner requisition, early in 
1917, that direct control replaced individual initiative as the main 
motive power of oversea trade. 

Throughout 1915 and 1916 about one-fifth of the available 
ocean-going tonnage was continuously in naval or military employ- 
ment, and the effect was seen in a substantial reduction of the 
tonnage employed both in the trade of the United Kingdom itself 
and in the general carrying trade of the world. The figures for 
1915 show that, even before the institution of the Ship Licencing 
Committee, the demands of British importers, as reflected in 
the freight markets, had drawn home many ships from the 
trade between foreign ports ; but in 1916 the increasing demands 
of the Alles had to be met at some further sacrifice of British 
trade. 

In both years the reduction in entrances under the British 
flag was proportionately greater than the reduction in available 
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tonnage.! This was due in part to the diversion of trade from the 
short-sea to the ocean tracks ; in part to the dislocation of sailings 
by requisitioning and by navigational restrictions; most of all, 
_to the effects of port congestion. On the other hand, many ships 
that formerly went on to discharge a part of their cargo in a 
Continental port now completed their discharge in the United 
Kingdom ; the strong demand for the available tonnage ensured 
full cargoes and good stowage, and many liners converted into 
cargo space their unwanted steerage accommodation. Thus the 
weight of imports represented by every 100 tons of shipping 
entered showed a notable increase. 

In the net result, the total volume of imports during 1915 and 
1916 showed a reduction of 15 per cent. and 19 per cent. re- 
spectively on the 1913 figures. Approximately one-half of the 
1916 decrease was accounted for by timber alone. The essential 
food supplies of the country had been well maintained, and the 
fact that civilian supplies of certain staple foodstuffs were seriously 
curtailed was due, not to lack of carrying-power, but to the closing, 
in whole or in part, of important sources of supply,’ or to the large 
consumption per head of the men under arms.* The leading staple 
industries had been supplied with the bulk of their normal require- 
ments for raw material, and exports, which slumped heavily in 
1915, showed a marked recovery in the following year. 

Down to this date British shipping had fulfilled every require- 
ment of the Army and Navy, had provided a large block of tonnage 
for the import services of the Allies, and despite the activities of 
raiders, submarines, and mine-layers, and the continual dislocation 
caused by war conditions, had maintained the import trade of the 
United Kingdom at a level sufficient to sustain a reasonable 


1 Tndex figures : 
British ocean- 
going tonnage British tonnage entered. 
available for 
United Kingdom Allitracdes Ocean ee 


trade ony. 
1913 4 3 100 100 100 
1915 " e 90 68 82 
1916 % : 81 61 74 
1917 3 - TA 56 68 
1918 Tal 59 We 


3 Particularly as regards meat. 
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standard of life and maintain the economic efficiency of the 
country. So far there was no sign of break-down. | 

Nevertheless the seeds of future weakness had been sown. 
The abnormal level to which freights were forced up by the com- 
petition of shippers showed plainly that the carrying capacity of 
the available tonnage was unequal to the demand ; but the Govern- 
ment, more concerned with the symptom than the disease, confined 
their activities mainly to attempts at direct freight limitation. 
Despite strong pressure from the shipowners themselves and from 
the Transport Department, Shipping Control Committee, and 
other shipping Authorities, they took no adequate steps to restore 
the equilibrium between demand and supply by the exclusion of 
non-essential imports, to ensure the supply of steel and labour for 
merchant shipbuilding, or to remove the avoidable causes of port 
congestion. The results of this neglect were seen when the sub- 
marine campaign developed its maximum intensity. Down to the 
summer of 1916 the acquisition of prize and detained steamers, 
together with such new construction as remained possible, had 
approximately balanced the losses sustained; the submarine 
campaign had been regarded as a serious inconvenience rather 
than a deadly peril, and the diversion of shipping to naval and 
military employment had been a bigger factor than losses in 
the tonnage situation. The intensification of submarine activity 
during the autumn and winter of 1916 brought about a complete 
change. By 31st January 1917 the total available ocean-going 
tonnage was less by 925,000 tons than at the outbreak of war. 
Then came the ‘unrestricted’ submarine campaign, and by 
30th April the net deficit had risen to 1,650,000 tons ; by 31st July 
to 2,300,000, and by 28th February 1918 to 3,000,000 tons.1 

Nor was this all: the interference with sailings, the delays due 
to zigzagging and deviation increased with the increase of the 
peril, and at one period it was calculated that 40 per cent. of the 
outward sailings were being interfered with. Further, a large 
proportion of the neutral shipping that had formerly served the 
United Kingdom was terrorized into inactivity, or driven into safer 
employment in distant seas. It has been suggested that the decline 
in neutral entrances during 1917 and 1918 reflects the blighting 


1 See Seaborne Trade, vol. iii, Appendix C, Table V. 
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influence of State control, and it is unquestionable that a good deal 
of neutral tonnage was driven away from British and Allied ports 
by ill-conceived schemes of freight limitation. On a fair review 
_of the evidence, however, there is little doubt that the main cause 
of neutral withdrawals was the intensification of the submarine 
danger. Such neutral shipping as continued to serve Great 
Britain and her Allies was retained in that service mainly by 
agreements effected through pressure brought to bear by re- 
strictions on coal exports and bunkering. It may be added that the 
bulk of such tonnage was allocated to the service of France and 
Italy.2 

Meanwhile the requirements of the Allies increased rather 
than diminished, and the vital military and naval services had to 
be maintained, practically at any cost. Thus the main weight of 
the losses fell on that part of the Mercantile Marine which was 
employed in the import service of the United Kingdom and in the 
general carrying trade. It became extremely doubtful whether, 
even with the utmost efficiency in the employment of the ships, 
the available tonnage could continue to bring in the essential 
minimum of supplies. 

It was with this situation that the Ministry of Shipping had to 
deal in 1917 and 1918. They met it, as we have seen, by the 
principle of Atlantic Concentration, in which the cross-services and 
the direct services to distant countries were either obliterated or 
reduced to a skeleton, in order that every available ship might be 
employed in bringing cargoes from the nearest available sources. 
At the same time the Government adopted the system of import 
restrictions, and the Port and Transit Executive Committee 
received stronger backing in their efforts to clear the ports. The 
total tonnage available for the trade of the United Kingdom was 
considerably less than in 1916, but the ratio of entrances to tonnage 
available showed a marked improvement, and thanks to the con- 
centration on shipment of bulk deadweight cargoes, there was a 
still further increase in the volume of imports carried by each 
hundred tons of shipping. 

Even so, the total volume of imports fell away until it re- 
presented, in 1918, less than two-thirds of the normal, and it is 


1 Ibid., vol. ii, pp. 359-62; vol. iii, passim, especially Chapters III and X. 
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suggested by critics of State control that the 1917-18 figures afford 
sufficient condemnation of a system under which no better results 
could be secured from concentration on the shorter tracks." As 
already suggested, this argument, as it stands, is wholly inconclu- 
sive. Against the advantages of concentration must be set 
the effects of unrestricted submarine warfare, not only in the 
larger proportion of ships and cargoes sent to the bottom, but 
in the dislocation of sailings and the delays caused by defensive 
measures. No precise arithmetical evaluation of these factors is 
possible. 

In these circumstances all criticism must be, to a great extent, 
empirical. It is asserted, even by those shipowners who were 
strong supporters of State Control as a war measure, that its 
tendency was unfavourable to efficiency and economy in the 
actual running of the ships. The owners of requisitioned vessels 
and even the managers appointed by the Ministry of Shipping 
were frequently kept in ignorance of their employment and where- 
abouts, though managers were generally given some indication 
of the approximate length of the voyage for which a steamer was 
to be prepared. The close personal watch that efficient owners 
were accustomed to keep on the running of their ships was thus 
destroyed, and there followed, on very general testimony, a certain 
slackening of the sense of individual responsibility on the part of 
those concerned in running, bunkering, loading, and discharging 
the vessels. It was not that the sense of national service was less 
strong than that of immediate, pecuniary responsibility to an 
individual owner, but that its relation to catching, for instance, 
a particular tide was less easy to appreciate. 

A report on shipping in the Mediterranean, prepared in 1917, 
fully bears out these conclusions. It was stated that few of the 
Principal Naval Transport Officers and Shipping Control Officers 
possessed practical shipping experience. The interest of the Trans- 
port Officers was mainly confined to fully requisitioned ships. The 
time of the Shipping Control Officers was mostly taken up by 
coding and de-coding telegrams. Ships were continually sent to 
ports where their owners had no established agent, and unless the 
Master had experience of the port he was liable to fall into the 


* See Annual Report of the Liverpool Steam Ship Owners’ Association for 1918. 
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hands of store dealers and others of a questionable stamp. Repairs, 
bunkering, loading, and discharge tended to be extravagantly and 
inefficiently carried out—and this not so much through lack of zeal 
_on the part either of masters or officials as through lack of know- 
ledge and of effective organization. 

As a result of this report, experienced shipping men were sent 
out, as representatives of the Ministry, to co-ordinate the work of 
the officials, a list of reliable agents was drawn up and issued to 
every ship, and a sound system of bunkering established. There 
is, indeed, no doubt that, as the result of the development of the 
Ministry of Shipping and the close association of practical shipping 
men with its operations, many of the evils incidental to an im- 
provised control were gradually cured or alleviated. The con- 
tinuous expansion of the Ministry, some account of which has 
already been given, was not due merely—as some shipowners 
imagined—to the official appetite for extended powers and more 
complicated routine, but to the absolute necessity, once the com- 
mercial machine had been displaced, of building up a new organiza- 
tion to replace it. 

Granting the necessity of the Control and the conditions in 
which it was established, the majority of shipowners will admit 
that the Ministry did their work well. It must be remembered, how- 
ever, that they were responsible only for the running of the ships. 
The commodities of which the cargoes were composed were, for the 
most part, themselves controlled by various Authorities, such as 
the Wheat Commission, the Sugar Commission, and the Ministry 
of Munitions. However efficient these bodies may have been for 
their own purposes, they were not all well acquainted with ship- 
ping problems, and the system of fixed freights and prices rendered 
it difficult to establish between them and the Ministry the ordinary 
relations of shipper and shipowner. The elaborate system of 
inter-Allied organization built up during the last year of the war 
represented an attempt to bring about closer liaison between these 
bodies and the various shipping and financial controls, and to 
establish, on the basis of scientific analysis of import requirements, 
that process of adjustment between shipping services and com- 
peting demands which is normally left to the play of economic 
forces in a free market. It may fairly be claimed that the great 
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progress made in the direction of co-ordination was due, in large 
measure, to the appointment of Mr. J. A. Salter, Director of 
Requisitioning, as Secretary to the Allied Maritime male 
Committee, and Chairman of the Executive. 

Throughout the war, however, and more particularly in the 
earlier stages, there was a tendency for the various controls to 
work in water-tight compartments, with the result that their 
operations, even when completely successful in their own sphere, 
frequently produced unexpected and disastrous reactions on other 
branches of national activity. Thus, early in 1916, the North 
Atlantic Lines represented that requisitioned space was continually 
being wasted owing to the non-arrival of munitions cargo at the 
ports by the sailing date. The Ministry of Munitions accordingly 
appointed a representative to supervise the rail movements of 
their purchases, and the Transport Department established a 
branch office in New York. Even then, the failure to synchronize 
rail and shipping movements caused frequent delays, and in 
May 1917 the Ministry of Shipping’s New York Office took over 
entire responsibility for the railway movements of Government- 
owned goods. Still more serious was the congestion caused at 
British ports by the tendency of the buying Departments to rush 
forward purchases without regard to the receiving capacity of the 
ports, and their reluctance or inability to remove them from the 
quays to inland storage. This trouble was particularly marked 
in respect of rationed foodstuffs which tended to pass very slowly 
into consumption, as the Ministry of Food inclined to take delivery 
in small parcels, direct to the retailers, rather than to remove the 
cargoes in bulk for distribution from inland centres. On many 
occasions during the war, the accumulation of sugar, wheat, wool, 
and other commodities caused acute anxiety to the Port and 
Shipping authorities ; but perhaps the most glaring instance was 
the great bacon glut of 1918, when the Port and Transit Committee 
were suddenly called upon to prepare for the reception, within a 
few months, and almost entirely at West Coast ports, of shipments 
equivalent to a whole year’s normal imports. Not only did the 
consequent accumulations clog the working of the ports and rail- 
ways, and delay the flow of traffic ; nothing but a period of abnor- 
mally cold weather saved a large proportion of the bacon itself, 
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mostly mild-cured, from becoming unfit for human consumption 
before it had been removed from the quays. 

Whatever may have been the disadvantages of State Control, 
_ however, they were more than compensated, in the opinion of 
many eminent shipowners, by the power of detailed direction, 
which made possible the rapid concentration of every possible 
ship on the carriage of essential supplies from the nearest sources. 
It has been argued, as we have seen, that the re-direction of the 
purchases would, by itself, have ensured the re-direction of ship- 
ping. That is certainly not the view of the leading owners in the 
depleted trades. So long as trade was carried on on the lines of 
ordinary commerce, the argument holds good. What was now 
required was that not only immediate individual profit but good- 
will and connexions, export interests, and sound finance should 
alike be sacrificed to the one paramount consideration of distance. 
It is hard to see how the requirements of the situation could have 
been met except, as it was, by a bargain giving the Controller 
unlimited powers of direction, in return for a guarantee of estab- 
lishment charges. 

A more plausible argument is that the situation should never 
have occurred at all. If, it is said, the Government had realized 
from the first the importance of merchant shipping and the 
limited number of ocean-going steamers available, they would 
have permitted and encouraged new construction on the largest 
possible scale, scrutinized more closely the allocation of tonnage 
to naval, military, and Allied employment, and increased the 
carrying-power of the available ships, by restricting unnecessary 
imports, and taking steps to avoid port congestion. Further, 
a fuller realization of the part played by tonnage in the war would 
certainly have led to the earlier adoption of protective measures 
capable of keeping losses within bounds. In such circumstances, 
private enterprise, controlled only by licensing, could have main- 
tained the volume of essential supplies, without making the 
sacrifices involved in the Atlantic Concentration. 

Even if this proposition be accepted, the fact remains that the 
problem had to be solved, in 1917, in the light of a situation that 
had already arisen, and the concentration of shipping on the 


1 Seaborne Trade vol. iii, pp. 343-5. 
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shortest routes was the only practicable method of rendering the 
available carrying-power adequate to essential requirements. It 
is important, however, to bear in mind what this decision involved. 
In the first place, it entailed a heavy sacrifice of good-will and 
trade connexions, and the temporary abandonment to formidable 
competitors, such as the Americans and Japanese, of trades and 
markets in which the British flag and British goods had long pre- 
dominated. It involved the practical abandonment of all ordinary 
commercial and economic principles in the procuring of supplies. 
The British and Allied Governments appeared as forced buyers of 
the whole supplies on offer within a limited range of sources. At 
the same time the services to the most important markets for 
British products were drastically restricted, and the cross-services 
which had played an important part in the adjustment of the trade 
balance were almost entirely destroyed. The entrepdt trade was 
ruthlessly sacrificed, and both in the re-direction of services and the 
allocation of space, the requirements of the export trades for raw 
material were, inevitably, postponed to the demands of the food 
supply and the war industries. The result was that, while import 
values steadily increased, exports as steadily declined until they 
represented only two-fifths of the import values, as against more 
than four-fifths in 1913. Further, while the proportion of imports 
obtained from the United States and Canada rose to little less than 
one half of the whole, a third of the exports went to supply the 
needs of the European Allies. The British hold on important 
markets was loosened, and an immense burden of debt was incurred 
in the countries where purchases were concentrated. 

Such operations, by which the future was more and more 
deeply mortgaged to provide for the pressing necessities of the 
present, bore little relation to the processes of ordinary trade. 
They could be carried on only by pledging the credit of the State, 
and they would, in fact, have been impossible but for the loans 
granted by the United States Government, when British and Allied 
credit was exhausted. It is essential, in any comparison between 
the results achieved during the earlier and later period of the war, 
to bear in mind this profound change in the conditions of the pro- 
blem. Serious mistakes were, undoubtedly, made during 1917-18 ; 
but it is unfair to saddle the system of control then adopted with 
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responsibility for the inherent disadvantages of a policy which the 
tonnage situation rendered inevitable, or to overlook the effects of 
intensified submarine activity. Shipowners and traders may have 

been unduly influenced, during 1915-16, by the desire to preserve 
_ trade connexions and established services ; but it was, generally 
speaking, desirable in the national interests that the natural flow 
of trade should be maintained. It was only the intervention of the 
United States that rendered the Atlantic concentration possible ; 
it was only as a last resort that it became desirable. 

Not even the adoption of concentration could have saved the 
situation in 1917 had the rate of loss continued for long at the level 
of the first few months. During the spring and early summer of 
that year, urgent representations were sent in by the shipowners’ 
associations that, unless more efficient protection could be pro- 
vided, the war must, in no long time, be brought to an end by 
sheer lack of tonnage. 

In these circumstances the question of reviving the old system 
of protection by convoy naturally arose. The problem, however, 
was by no means simple. Even in the sailing era, when convoy was 
compulsory by law in the principal trades, the system had critics 
who asserted that its advantages were counterbalanced by the 
massed target presented to attack and the heavy losses sustained 
when an escort was overpowered. On the other hand, the general 
belief in the efficiency of the system was proved by the fact that 
underwriters were always willing to reduce premiums when a 
warranty to sail in convoy was inserted in the policy.1 

By enabling merchant vessels to disperse to all points of the 
compass when an escort was overpowered, the introduction of steam 
had partially removed the principal objection urged by the older 
critics. On the other hand, it had enormously multiplied the 
objections arising from delays. To a far greater extent than ever 
before, the annual carrying-power of the ships now depended on 
rapidity of turn-round, and the massed industrial populations of 
modern times depended for their very existence on an unbroken 
stream of ships arriving day by day throughout the year. In 
these circumstances the objections to the system became very 
strong. It entailed intermediate voyages to the port of assembly, 


1 Colomb, Essays on Naval Defence, 2nd ed., 1896, pp. 235-46. 
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and delays in port while the convoy was collecting or awaiting 
escort. It reduced the speed of the fastest ship in the group to that 
of the slowest. It complicated the working of the ports by causing 
ships to arrive in batches, instead of in a steady daily stream. 

For the Navy, too, the problem was far more formidable than 
in the days of sail, since the necessity of maintaining a continual — 
stream of traffic involved much more frequent dispatch and a far 
greater strain on the escorting craft. An Admiralty memorandum 
of 1741 shows that, during the first twenty-four months of the war 
of the Austrian Succession, 45 homewards and 35 outwards 
convoys sufficed to meet the requirements of the ocean trades.! 
In the summer of 1918, when the ocean convoy system was at its 
height, about 42 homewards and 40 outwards convoys were dis- 
patched every thirty-two days in the ocean trades alone, leaving out 
of account local convoys in the Mediterranean, and the special 
provision made for the French coal trade, and the Dutch and 
Scandinavian traffic. 

So early as February 1917, the French coal trade was organized 
by Commander R. G. H. Henderson, R.N., of the Anti-Submarine 
Division, on a convoy basis, and in April the Scandinavian convoy 
was established ; but the Admiralty still continued to resist the 
introduction of ocean convoy, on the ground of an insufficiency 
of destroyers and patrol craft to provide the necessary escort. 
Indeed they appear, through a most unfortunate miscalculation, | 
to have conceived a greatly exaggerated notion of the actual 
number of voyages to be protected.2 They were influenced also 
by strong doubts, expressed by a conference of Masters in February, 
as to the possibility of station-keeping under the conditions then 
existing.* 

The representatives of the great shipowners’ associations, when 
consulted, refrained from expressing an opinion on the technical 
merits of a purely naval question; but they insisted that, if 
disaster were to be avoided, something must be done and that 

' Richmond, The Navy in the War of 1739-48, vol. iii, pp. 182-6. 

* The actual number of arrivals and departures of ships in the ocean trades was 
about 120 to 140 per week. It appears to have been estimated at many hundreds. See 
Seaborne Trade, iii. 128-9, and Salter, Allied Shipping Control, p. 123. 

For a more detailed account of the inception and organization of the convoy 


system, see Seaborne Trade, vol. iii, passim. For the naval difficulties, see Viscount 
Jellicoe of Scapa, The Crisis of the Naval War. 
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quickly to reduce the rate of loss, and they were able to show by 
an analysis of sailings that the task of providing escort was less 
formidable than had been supposed. The United States Navy 
promised assistance ; one or two experimental convoys run during 
‘May proved that the difficulty of station-keeping had been 
exaggerated, and during July regular homewards convoys were 
inaugurated from North American ports. In August outwards 
convoys began to run, and the system was rapidly extended until 
the majority of ships, on all routes, were provided with escort 
through the danger zone. During the last few months of 1917, 
just over half the total oversea traffic of the United Kingdom was 
running either in ocean or in short-sea convoys ; by the end of the 
war, the proportion had reached 90 per cent. 

From the first, the success of the system in reducing losses was 
beyond question. Of 16,693 vessels escorted in ocean convoy, 
99 per cent. came safe to port, and as a larger and larger proportion 
of the sailings were brought under the system, the tale of losses 
steadily decreased. From 2,305,000 tons in the first six months 
of unrestricted submarine warfare, the destruction of shipping 
(including coasters and sailing vessels) sank to 1,400,000 tons 
in the next six-monthly period, and 1,150,000 tons in that ended 
July 1918. 

It would be foreign to the scope of this work to describe in 
detail the organization of the convoys, or to enlarge on the 
admirable work done by the Convoy Section of the Admiralty and 
by the officers and crews of the escorts. It is pertinent, however, 
to point out how great a strain the system imposed on the 
Mercantile Marine itself. It must be remembered that the convoys 
included many old cargo ships, indifferently provided with the 
electric signalling apparatus between bridge and engine-room 
required for the performance of complicated manceuvres under 
steam ; that most of the ships left in commercial employment were 
now short staffed in respect of both deck officers and engineers, and 
that the Fighting Services had absorbed a large proportion of the 
more experienced firemen and seamen. Further, the coal available 
for mercantile bunkers was often inferior in quality, and the ships 
themselves were loaded with a view to utilizing their maximum 
dead-weight capacity, without too much regard to the navigational 
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conditions of the voyage or season. In these circumstances, 
station-keeping and group zigzagging in convoys of from 6 to 40 
ships was a severe test, and imposed a constant strain on the | 
Masters and watchkeepers. 

Courses for Masters and officers in zigzagging and antisub- 
marine defence had been established during the spring of 1917, 
and the closer touch thus established between the Navy and 
the Mercantile Marine was of great assistance in surmounting 
the difficulties of convoy. It was not always easy, at first, for the 
merchant service to appreciate fully the necessity of the strange 
new discipline imposed upon it ; it was not easy for naval officers, 
accustomed to ample equipment, large crews, and best Welsh coal, 
to realize the difficulties of the merchant seamen and adjust their 
requirements accordingly. With experience came better com- 
prehension and closer co-operation. A regular system of confer- 
ences between the officers commanding escorts and the Masters 
proved invaluable,! and both the Admiralty and the shipowners’ 
associations worked hard at analysing the experience of each 
convoy, with a view to profiting by it in the future. 

To the shipowners also, the convoy system brought grave 
responsibilities. Successful as that system proved in reducing the 
rate of loss, its advantages were, at first, counterbalanced in the 
North Atlantic trade by the additional delays which it involved.? 
The average length of the round voyage was increased by 25 per 
cent., and the advantage of the North Atlantic concentration 
was, to a great extent, neutralized. While more and more ships 
were diverted to the North Atlantic tracks, the number of voyages 
was not proportionately increased. By the winter of 1917, the 
problem of supplies had become exceedingly acute. Sir Leo 
Chiozza Money, Chairman of the Tonnage Priority Committee, 
and anew Import Restrictions Committee appointed in November 
1917, agreed in estimating the prospective reduction of imports 
during 1918 as, at least, 6,000,000 tons. This would bring the 

' For a graphic description of these conferences and of the instructional courses, 
see Merchantmen at Arms, by David W. Bone, London, 1918. 

® On other routes the gain involved in a more direct course than was possible under 
independent sailings generally neutralized the delays caused by the system. To ships 
from the East, the convoys actually represented a great saving of time, inasmuch as 


they permitted a return to the Suez route when the through Mediterranean Convoys 
were instituted in October and November 1917. 
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total volume of imports down to 57 per cent. of the 1913 figures, 
and as all imports of bulky non-essentials had already been 
drastically cut down, the weight of the new reductions must fall 
on commodities previously considered as essential, even under war 
conditions. 

How largely this actual and prospective reduction in carrying- 
power was due to the working of the North Atlantic Convoy 
System was not generally recognized ; the Liverpool Steam Ship 
Owners’ Association, who had carefully analysed the voyages made 
before and after the introduction of the system, were in full 
possession of the facts. Under the Liner Requisition Scheme, with 
its flat time-rate remuneration, the number of voyages made by 
the vessels they owned or managed was, financially, immaterial 
to the owners; but to the nation, of which they were a part, it 
might make all the difference between victory and defeat. At 
a conference in August 1917, the Association had offered to place 
the organizations of the lines unreservedly at the service of the 
Admiralty for the purpose of securing closer touch between the 
Navy and the Mercantile Marine in details of convoy organization ; 
but little advantage had been taken of their offer, and they were 
left with the feeling that their intervention was regarded as 
an intrusion. Harassed and disheartened, many of the companies 
were losing interest in the running of their ships, and subsequent 
investigation showed that the best use was not being made of the 
berthing and bunkering facilities at Liverpool. 

The Association, however, continued to hammer away at the 
task of impressing on the Authorities the importance of the pro- 
blem, and as a result of their persistence, Commander, now Captain 
Henderson was sent to Liverpool during November, to attend a 
special meeting of the Association, and investigate the problem 
on the spot. This visit produced most important results. While in 
Liverpool, Captain Henderson conducted a personal and minute 
inquiry into the working of the port in connexion with convoy, and 
his suggestions with regard to the pooling of berths and bunkering 
facilities were readily accepted by the lines, who now felt that a 
serious attempt was being made to grapple with the whole problem. 
Above all, as a result of Captain Henderson’s visit, and of subse- 
quent correspondence between the Association, the Admiralty, 

1569-59 U 
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and the Ministry of Shipping, a much closer co-operation was set 
up between the shipowners themselves and those responsible 
for the protection of the ships. A Port Convoy Officer was 
appointed by the Admiralty in order to establish personal liaison 
on the spot, and on 29th November, a Liverpool Convoy Com- 
mittee, under the Chairmanship of Mr. T. Harrison Hughes, 
Chairman of the Association, was set up by the lines engaged in 
the North Atlantic trades. 

The Association had already prepared a book giving, in respect 
of all entered vessels, the latest particulars in relation to sea-speed, 
capacity, armament, and all other relevant matters, and it was 
now arranged that a similar return, corrected to date, should be 
sent in each month by the lines to the Secretary of the Convoy 
Committee. On this information the Secretary prepared for the 
Admiralty a monthly return, on which the grouping of ships in 
convoy could be based, both for protective purposes and for those 
of quick turn-round. On the sailing of each homeward convoy, 
the Admiralty informed the Secretary of its probable date of 
arrival in the Mersey, and this information was passed on to the 
lines, who were required to report the probable date on which each 
vessel would be ready to sail on a new outward voyage. A sum- 
mary of this information was then sent up to the Admiralty, to 
guide them in assigning vessels to the outward-bound convoys, 
and it was the business of the Convoy Committee to ensure that 
every possible step should be taken to accelerate turn-round, 
so that the sailing dates might be rigorously kept. 

The full importance of these arrangements became manifest 
in the spring and summer of 1918, when the great American 
trooping programme rendered it imperative that the turn-round of 
the fast convoys to Liverpool should be reduced to a minimum, 
and that the sailing programme should be kept to with the utmost 
exactness. By this time the Ministry of Shipping had formed a 
New York Convoy Committee, composed mainly of representative 
liner agents, with sub-committees at the principal American ports, 
and in August, when a new fast convoy from Halifax to the 
Channel was established, the London shipowners formed a Com- 
mittee under Mr. Herbert Scrutton, Vice-President of the Chamber 
of Shipping. 
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Under no circumstances could ships running in convoy make 
as many voyages in a given time as under peace conditions, but 
thanks to the close liaison now established between the naval and 
shipping authorities and the shipowners themselves, the additional 
- delays at first caused by convoy in the Atlantic trade were entirely 
eliminated ; the turn-round was, at least, as quick as in 1916, and 
the full benefit of the Atlantic concentration was secured. That 
concentration was still closer and more rigorous than in 1917, but 
as against this must be reckoned the effects of cumulative losses 
and of the American trooping programme, estimated, at its height, 
to shut out about 400,000 tons of imports each month. Neverthe- 
less the tonnage entered during 1918 compared far more favourably 
with the shipping available than in the previous year, and the total 
reduction in imports was only about one-third of the estimate. For 
these results the re-organization of the convoy system in the North 
Atlantic was largely, perhaps mainly, responsible. The credit 
must be shared between the Convoy Sections of the Admiralty 
and Ministry of Shipping, the Port Convoy Committees, the ship- 
owners and the officers and crews of the escort vessels and of the 
Mercantile Marine itself. In so great an achievement there is credit 
enough for all. 


CHAPTER XVIII 
THE WORKING OF BLUE BOOK TERMS 


REMARKABLE as were the administrative developments that 
followed the appointment of the Shipping Controller, they left 
substantially unaffected the rights and obligations of shipowners 
under the Blue Book terms. On the other hand, the personal 
influence of the Controller and the association of so many promi- 
nent owners with the Ministry of Shipping were of great assistance 
in the amicable settlement of disputes arising out of the inter- 
pretation of those terms. Some of these disputes were due to 
ambiguities in the terms themselves ; others, still more numerous, 
to the way in which the owners’ obligations and remuneration were 
affected by war developments. It will be convenient to consider 
both classes together. 

One of the most prolific causes of dispute was the provision for 
payment by the State of ° extraordinary out-of-pocket expenses 
arising out of the requisition’. This was intended to cover all 
departmental requirements, not specifically provided for in the 
pro forma charter-parties, that went beyond the ordinary practice 
under a time charter. The principle was clear; its application 
to the requisition of so many ships, for such varied purposes, fre- 
quently gave rise to controversy. While some owners put forward 
unreasonable demands, others had reason to complain of the 
rigidity with which the terms were interpreted in respect of bona 
fide claims. Under the new régime there was a tendency to lay less 
stress on the letter of the charters, and approximate, so far as 
possible, to ordinary commercial practice. This proved to be 
sound policy; the aggregate cost of the concessions was small, 
and they went far to remove a genuine sense of grievance. 

Such concessions related mainly to the treatment of individual 
hard cases. The guiding rule all along was that ‘ expenses arising 
out of the requisition ’ covered only those due solely to the Govern- 
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ment’s requirements as time-charterer, and not those arising from 
war conditions in general. For instance, the cost of fulfilling the 
owner’s obligations to dry-dock his vessel every six months 
increased continuously throughout the war; but such increased 
costs were regarded as a consequence of the general economic dis- 
turbance and therefore irrecoverable. If, however, the Transport 
Department, for their own convenience, required a ship to be dry- 
docked abroad, and not, as contemplated by the charters, in the 
United Kingdom, they refunded the additional expense incurred. 
On the same principle the Department refused to refund any 
increase in the cost of those repairs for which the owners were 
liable ; but admitted liability in respect of claims arising from the 
postponement of repairs for departmental convenience, or for ex- 
ceptional wear and tear arising from special employment, as when 
a steamer, not constructed to bear the strain of lying on the mud 
at low tide, was sent to a port where she was compelled to do so. 

Other claims arose out of the increase in running expenses 
arising from the diversion of vessels to unaccustomed trades. For 
instance, the provision of warm clothing for Lascars employed in 
ships diverted from Eastern waters to the Atlantic was admitted 
as an extraordinary out-of-pocket. Again, the marine insurance 
policies on many vessels contained warranties against their 
employment outside specified limits. When a ship under requisi- 
tion or direction was employed outside those limits, her owners 
were clearly entitled to be indemnified against the breach of war- 
ranty, and excess premiums on hull policies were accordingly 
refunded. At first the Transport Department refused to admit 
liability for excess premiums in respect of policies on freight, 
disbursements, and anticipated profit; but the distinction was 
illogical, and early in 1916 they agreed to refund excess premiums 
in respect of everything that a prudent owner would normally 
insure. 

In the early stages of the war, many claims were put in for 
‘ wasted expenditure’, in connexion with cargo already loaded in 
ships at the date of requisition. Such claims required careful 
scrutiny ; for in one instance, at least, it was discovered that the 
cargo was consigned to a Baltic port, to which it could not possibly 
have gone forward; but this was exceptional, and generally 


294 THE WORKING OF BLUE BOOK TERMS 


speaking the Department admitted liability for the refund of 
expenses properly incurred in discharging the goods and reloading 
them in a substituted vessel. 

A still more fertile source of claims, and one that grew steadily 
in importance, was damage done to the ships by stevedores in 
loading or discharging. Although the stevedores were appointed 
and paid by the State, the shipowners were liable, under the terms 
of the charters, for any damage caused by their negligence, and the 
operation of this clause gave rise to much discontent. No one in 
1914 could have foreseen the situation existing later in the war, 
when skilled labour at the ports had become extremely scarce and 
damage extremely prevalent. Normally the shipowners would 
have their remedy against the stevedores themselves ; but this 
was frequently very difficult to enforce in foreign ports, and quite 
impossible when military labour was employed. The Ministry of 
Shipping accordingly made a practice of granting, ew gratia, pay- 
ments on account of ‘ grab damage’ when no redress could other- 
wise be obtained, and in March 1918 they gave a general indemnity 
in respect of damage to requisitioned ships by stevedores or crane 
men, conditional on legal action being taken by shipowners when- 
ever possible. 

Other claims were less well founded. Many owners attempted, 
for instance, to recover the extra cost of provisions and stores over 
and above the 1914 level. This was clearly not an expense 
* arising out of the requisition’, for it was common to all ships. 
It stood on a different footing to the refund of excess wages, since 
the latter was governed by the terms of a definite agreement (the 
Tramp Agreement of March 1915), and was justified by the fact 
that the original wage advances had been negotiated by the 
Transport Department direct. 

Again, an ingenious argument was put forward by some 
owners that, as the increase in ship values was due to the scarcity 
of tonnage arising from the withdrawal of so many ships from com- 
mercial employment, the consequent increase in the cost of marine 
insurance was an expense ‘ arising out of the requisition’. To this 
plea the Transport Department, with the full concurrence of the 
Admiralty Arbitration Board (composed mainly of shipowners) 
turned a deaf ear. The Board had intended to provide merely for 
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expenses arising out of the requisition of a particular ship; the 
general effect of the requisitioning policy was regarded as incidental 
to the existence of a state of war. 

Expenditure on defensive equipment stood, of course, on a 
‘special footing, in view of the Government’s liability for war risks 
on requisitioned vessels. The question was complicated both by 
the fact that this expenditure, in certain instances, was compulsory 
on all vessels, and by the division of responsibility between the 
Admiralty and Ministry of Shipping. Its treatment cannot claim 
the merit of consistency. 

Guns and howitzers were, throughout, provided by the 
Admiralty free of charge, and the expense of fitting them was also 
borne by the Admiralty except for the cost of fitting guns in ships 
completed after March 1916, and howitzers in steamers over 3,000 
tons gross, laid down after 1st December 1917." Depth charges 
and apparatus for producing smoke-screens were always supplied 
by the Admiralty, without expense to the owners. In neither 
instance was any distinction made between ‘free’ and requisi- 
tioned vessels. The provision of ‘ otter’ gear as a protection 
against mines was differently treated. Its use was very unpopular 
with Masters, who alleged that it increased the submarine risk, by 
reducing the speed of the ships ; nevertheless the equipment of all 
ships with a mean loaded draft of 12 feet and upwards was made 
compulsory in April 1917.2, The object was not only the protection 
of the individual ship, but the general reduction of the mine 
menace, by cutting the cables of the mines, and thus enabling them 
to be harmlessly exploded on the surface. For this reason the 
Government agreed to bear the initial cost, and half the cost of 
replacement and upkeep in respect of free vessels. In respect of 
requisitioned vessels they agreed to bear the whole cost, on the 
ground that the financial benefit of greater safety accrued not to 
the shipowner but to the State. The same argument was applied 
to protective painting. During 1915 the Admiralty had under- 
taken the painting in neutral grey of all ships on Government 
service, and when ‘ dazzle-painting’ became compulsory in 


1 The total number of merchant vessels fitted for defensive armament during the 
war was 5,887, of which 1,784 were sunk. 
‘Defence of the Realm Regulation, 37c, 14 April 1917. By the end of November 
1918, 2,737 vessels had been fitted with otter or paravane gear. 
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December 1917,' the cost of painting requisitioned ships was 
still borne by the Government. In the same way, when the 
provision of a ‘ crow’s nest’ for mast-head look-outs became com- 
pulsory in November 1917, the cost was borne by the State in 
respect of requisitioned ships; by the shipowner in respect of free 
vessels. 

A different policy was adopted with regard to the installation 
of wireless apparatus. When such apparatus was installed by 
desire of the Transport Department the cost of installation and 
upkeep was borne by the State; but when the equipment of all 
steamers of 3,000 tons gross and up, and later of all steamers of 
1,600 tons and up, became compulsory under the Defence of the 
Realm Regulations,” these payments ceased, and owners were left 
to bear the cost. The reason here was, presumably, that the 
installation of wireless was regarded as desirable, not only for war 
purposes, but for other reasons. 

The Government’s financial interest in the safety of requisi- 
tioned vessels arose, of course, from their liability, under the Blue 
Book terms, to compensate the owner in the event of a loss by 
war perils. As to this liability there was no dispute; but many 
questions arose in connexion with it that were not solved without 
difficulty and occasional friction. 

In the first place, while the hire of a requisitioned ship ceased 
automatically as from the date of loss, and the Government’s 
liability to pay compensation depended on the loss being due to 
war risks, neither the date nor the cause of loss could always be 
definitely ascertained. The fate of many ships, no survivor of 
whom ever reached the land, went to swell the long list of un- 
recorded tragedies of the sea. In such circumstances hire was paid, 
in accordance with commercial practice, to the last date on which 
the vessel had been seen; but no such conclusive evidence could 
be produced to settle the question of liability for compensation. 

The Blue Book itself recommended that, where the cause of 
loss was unknown, a war risk should be presumed ; but it was the 
official view that this presumption could only be accepted when the 


* Amendment of 21 December 1917 to Regulation 37c. Dazzle-painting was first 
introduced in September 1917, and down to the end of October 1918, 2,719 merchant 
vessels had been so treated. 

* Regulation 378, 28 July 1917, amended 23 October 1917. 
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marine underwriters could show a strong prima facie probability 
against loss by perils of the sea. This view, however, was some- 
what shaken by the decision of the Courts in actions taken on 
marine policies. In these decisions a broad, common-sense view 
~ was taken of the indications as to probable cause of loss afforded 
by the weather, the presence or absence of dangerous cargo, and 
the Admiralty reports as to the areas in which submarines were 
operating. 

After the outbreak of unrestricted submarine warfare these 
doubtful cases became very numerous, and on the initiative of the 
Chairman of Lloyd’s a ‘ Missing Ships Agreement’ was negotiated 
in November 1917 to provide for their settlement by arbitration. 
Both under this agreement, and in some cases previously settled 
by arbitration or direct negotiation, the method adopted was 
to share the liability between the State and the underwriters in 
accordance with the balance of probabilities. That is to say, if 
the odds were about three to one that the loss was due to war 
perils, the State would bear 75 per cent. and the underwriters 
20 per cent. of the lability. 

Even when the facts were known, the question of liability was 
not always easy to determine. Provided the loss was due to war 
risks, liability was accepted by the State even when the loss arose 
through default of the Master, if without privity of the owner, 
since, the cause being a war risk, the owner would have no remedy 
under his policy of marine assurance. It was the definition of war 
risks that gave rise to dispute. 

In some instances the loss was clearly due to a combination of 
war and marine perils. An excellent illustration is provided by 
the loss of the Ikaria, a ‘ free’ ship, torpedoed in the Channel in 
January 1915. Although seriously injured the Ikaria was able to 
put into Havre, but was subsequently wrecked in the harbour, 
through taking the ground at low tide. The underwriters claimed 
that she was lost by war risk, and the Courts upheld their conten- 
tion, on the ground that stranding would not have resulted in 
disaster but for the injury done to her bulkheads by the torpedo, 
and that the war peril was thus the ‘ proximate cause’ of loss. 
This principle of ‘ proximate cause’ was followed in respect of 
requisitioned ships. 
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Greater difficulty was presented by another class of casualties 
in which the loss was clearly due to war conditions, but not 
directly to enemy action. Here the principle followed by the 
English Courts, and accepted by the Transport Department, was 
to treat the casualty as a war risk if it arose from a cause incident 
to active operations or immediate anticipation of attack; but 
not otherwise. Thus the Courts treated as a war risk the loss of 
a steamer sunk by the French battleship Suffren, while steaming 
at night, without lights, during the evacuation of Gallipoli; but 
regarded as marine risks casualties due solely to the result of 
obscuring navigation lights in compliance with Admiralty instruc- 
tions, or the extinction of shore lights for defensive purposes. If 
a ship ran ashore or collided with another while zigzagging in the 
ordinary course of navigation, or through unnecessary apprehen- 
sion of a ‘ suspicious object’, her loss was regarded as a marine 
risk; if the casualty occurred while zigzagging to escape the 
attack of a submarine, known or reasonably presumed to be 
present, the State accepted liability. 

When liability had been definitely proved, there still remained 
the question of amount. The compensation payable under the 
Blue Book was the ‘ ascertained value of the vessel at the date of 
loss’. There were some who contended that the ‘ ascertained 
value’ should be construed as the original cost of the vessel less 
depreciation, taking no account of the increase in the market 
values during the war. This, however, was certainly never con-— 
templated when the terms of requisition were agreed ; nor would 
any Court or arbitrator have adopted any other basis than the 
current market value of the vessel—the loss which the owner had, 
in fact, sustained. That value was usually agreed with the owner 
as the result of direct negotiation, based on expert valuation. In 
the later stages of the war, however, the Ministry of Shipping 
tended to base their offers on the precedent of former settlements, 
rather than on outside valuations. All through, many shipowners 
strenuously contended that departmental pressure was exercised 
to make them accept less than the real market value of the ships, 
and it will be remembered that, under the Liner Requisition 
Scheme, the lines declined to accept ‘ ascertained values’ as an 
equivalent of the specific values for which they had previously 
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insured. On the other hand, it must be remembered that the 
resort to arbitration was always open. 

In the early days of the war the main difficulty lay in the 
disparity between the earning powers, and consequently the 
values, of ‘free’ and requisitioned ships. The Transport Depart- 
ment contended that compensation was payable on a strict 
requisition basis ; but the possibility of release was a contingency 
which, at that time, could logically be taken into account by an 
arbitrator, and the Department frequently conceded something 
more than their own estimate of the requisitioned value. From 
the beginning of 1917 the position altered, as the Ministry of 
Shipping could now say definitely that every requisition was for 
the period of the war, and the question was finally determined by 
the case of a collier sunk in June 1917. The claim went to arbitra- 
tion, and the umpire awarded £28,500 on the basis of requisitioned 
value. He was asked to state a special case for the purpose of 
enabling the point to be tested in the Courts, and for this purpose 
estimated the ‘free’ value at £44,500. The Court, however, 
upheld his original decision. 

Injury due to war risk was treated on the same lines as loss, 
and compensation was paid ‘on the ascertained value of such 
injury’. Further, the payment of hire was continued, less the 
estimated amount of running expenses saved to the owner while 
the ship was off service for repairs. In theory, the Department 
repudiated any legal liability for hire during the period of in- 
efficiency ; but in view of their double responsibility as charterers 
and war risks underwriters, they appear to have felt that this 
contention could not be sustained in practice. 

When the damage was serious, requiring lengthy repairs, the 
liability thus accepted was substantial, and it was sometimes more 
economical to accept liability for a ‘ constructive total loss’ than 
to continue the payments ; that is to say, the State took over the 
damaged vessel in its existing condition, on payment of the 
ascertained value at the date of the casualty, with interest to date 
of payment, and any hire paid since the former date was refunded 
by the shipowner, or credited as an instalment of the ascertained 
value. A notable instance was that of a ship, torpedoed and 
beached early in 1916, which was still unsalved twenty-seven 
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months later. By that time over £100,000 had been paid in hire ; 
but the shipowners, on being approached by the Ministry of 
Shipping, agreed to a compromise, by which they abandoned the 
ship on very reasonable terms. On the few occasions when owners 
objected to the Ministry’s proposal that a vessel should be treated 
as a constructive total loss, they were reminded that the Depart- 
ment acknowledged no legal liability for the payment of hire 
during inefficiency. 

When abandonment of a damaged vessel was tendered by the 
shipowners themselves, the offer was considered on ordinary 
business lines. If the estimated cost of hire and repairs exceeded 
the ascertained value of the ship, or if she could be repaired 
for Government service at a smaller cost than that of recondi- 
tioning in accordance with Blue Book requirements, the offer was 
accepted. 

In the event of inefficiency for a period exceeding twelve hours 
arising from any cause other than war peril, the payment of hire 
ceased automatically, except in respect of armed merchant cruisers 
and other vessels requisitioned on net charter terms. A similar 
period of twelve hours was allowed for the compulsory dry-docking. 
At the end of this period the ships were placed off pay. 

There were times when this provision bore hardly on the 
owners, as when ships were held up through desertions in United 
States ports, or when dry-docking was delayed, through no fault 
of the owners, by reason of the pressure on repair facilities. In 
the former instance no concession was made. The dry-docking 
question was compromised by allowing the continuance of hire 
when, and only when, the delays were attributable to the priority 
accorded to His Majesty’s ships. 

All through the war, ‘ off-pay’ continued to give rise to 
numerous disputes. There were many border-line cases where 
inefficiency was caused partly by war and partly by marine perils, 
or by abnormal conditions that did not fall within the strict legal 
definition of war risks. To deal with such cases the Controller set 
up an Off-pay Committee under Sir Frederick Lewis, which was 
successful in removing a good deal of the soreness arising from 
the treatment of this question. One notable concession was the 
continuance of hire during half the period of disability caused 
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by sending ships to infected ports during the influenza epidemic 
of 1918. 

Apart from its wisdom as policy, the greater elasticity shown 
under the Ministry of Shipping in the treatment of off-pay, 
extraordinary out-of-pockets, and other questions, was justified 
by the development of abnormal conditions which could not have 
been foreseen in 1914, and which rendered the provisions of the 
Blue Book far more unfavourable to the owners than had been 
intended or anticipated. A further effect of these conditions was to 
reduce considerably the actual value of the Blue Book rates of hire. 

The original scale, as we have seen, was conceived on a generous 
basis which allowed for a rise in running expenses, and when the 
tramp rates were revised in March 1915, it was a term of agreement 
that the rates then fixed should apply for the duration of the war. 
The actual increase, however, surpassed anything that could 
reasonably have been anticipated in the spring of 1915. It is 
true that bunkers, loading and discharging costs, and wages in 
excess of the 1914 level were for Government account; but the 
increased cost of victualling, deck and engine-room stores, equip- 
ment, ballast and water (when provided by the owner), running 
repairs, dry-docking, and incidentals ate away a large part of the 
owners’ remuneration. 

A still larger item was the increased cost of marine insurance, 
and there were those who held that in respect of this item, at least, 
the owners deserved no consideration, since the increase was mainly 
due to the appreciation of capital values. This distinction is 
logical. Whether such unearned increment should be taxed on 
the sale of a ship was an entirely separate question. However 
that question might be answered, the fact remained that, in view 
of the increase in replacement costs, no prudent owner could 
afford to insure his ship for much less than current market value. 
In these circumstances there was no valid reason for distinguishing 
between marine insurance and other running expenses affected by 
war conditions. 

Towards the end of 1917 the Chamber of Shipping approached 
the Controller with a request for the reconsideration of the 
Blue Book Rates, and as a result of their representations he 


1 See p. 118, supra. 
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agreed to a joint investigation by two accountants, appointed 
respectively by the Ministry and by the Chamber, into the actual 
remuneration afforded by the current rates. The report of these 
investigators proved, conclusively, that the owners of some 
requisitioned vessels were sustaining an actual out-of-pocket loss, 
and that the margin of profit remaining to many others was 
unreasonably small. 

While the shipowners were, of course, bound by the terms of 
their bargain, it had clearly never been contemplated that the 
owner of a requisitioned vessel should be deprived of reasonable 
remuneration, so long as he fulfilled his obligations, and after some 
negotiation, the Controller agreed, in May 1918, to a revision of 
the tramp rates, which took effect from Ist March of that year. 
The new scale showed increases varying from about 23 per cent. 
for the largest tramps, to 48 per cent. for vessels between 300 and 
400 tons, and were intended to give an average return of approxi- 
mately 10 per cent. on ante-bellum first costs, allowing for running 
expenses as on Ist January 1918. A special scale was subsequently 
issued for tramps requisitioned on net charter, and new arrange- 
ments were made with regard to payment for deck spaces enclosed 
and utilized for cargo by authority of the Controller. The hire 
paid for requisitioned liners, or credited in respect of ships on 
Liner Requisition, remained unchanged; but the concessions 
with regard to deck spaces were applied to liners and coasters as 
well as to tramps, and were made retrospective, for those classes, 
as from Ist October 1917.* 

Even with these additions the Blue Book rates compared very 
unfavourably not only with the rates paid to chartered or requi- 
sitioned neutrals, but with the remuneration granted by the 
French and American Governments to the owners of requisitioned 
ships. A tramp of 6,000 tons dead-weight capacity received, under 
the revised scale, 14s. per gross ton per month, the equivalent of 
about 8s. per ton dead-weight. The standard rate for neutrals of 
the same size chartered by the Inter-Allied Chartering Committee 
was 40s. 6d. per ton dead-weight, war risk for charterer’s account. 
Even requisitioned neutrals, on which all running expenses were 
paid by the Government, received 35s. per dead-weight ton. The 


* Chamber of Shipping, Annual Report, 1917-18, pp. 28-9 ; 1918-19, pp. 22-6. 
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American requisition rate for a 6,000-tonner was $6.50, with a 
bonus for speed in excess of 11 knots. 

The Liner Requisition Scheme, on its administrative side, 
worked smoothly from the first. The Conference Committees did 
their utmost to make it a success, and the Established Lines in 
general fulfilled both in the letter and in the spirit their undertak- 
ing to run the ships ‘ with as much zeal and care as if their own 
interests were still involved’. 

On the financial side, the interpretation of the Heads of 
Arrangement gave rise to many difficulties. It had been arranged, 
for instance, that the cost of fulfilling the owners’ obligations to 
keep their vessels in a state of thorough efficiency, as regards hull 
and machinery, should be deducted from the organization charges 
payable by the Government ; but the proportion attributable to 
such costs proved very difficult to determine. Eventually, the 
matter was settled by estimating them at a flat rate of 1s. 3d. per 
gross ton per annum. 

Again, the agreement provided for payment of all usual 
remuneration to third parties for management, agency, and 
brokerage services ; but in many instances managing owners were 
in fact, though not in name, identical with the shipowning com- 
pany, and the terms of contract included an element of profit as 
well as of remuneration. Each such case had to be examined and 
dealt with on its merits; the maximum third-party management 
commission being fixed at 84 per cent. on standard freights. 

Minor questions of accountancy gave rise to endless disputes. 
In a few instances the voyage accounts, as certified by the auditors, 
debited the Government with charges for which they were clearly 
not liable; but the majority of the disputes were probably due 
to honest differences of opinion in interpreting the complex 
financial provisions of the scheme. 

What the Ministry of Shipping complained of most was the 
delay in rendering voyage accounts, and there was a disposition 
to attribute this delay, in part at least, to dislike of the scheme by 
some of the lines. It is only fair, however, to remember that the 
accounting system under the scheme was extremely intricate, and 
that the office staffs of the lines had been greatly depleted during 
the war. For those companies, especially, which were managing 
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large numbers of diverted vessels, State-owned ships, and requi- 
sitioned neutrals, in addition to their own fleets, the necessary 
office work involved a heavy strain on the staffs, and it is not 
surprising that they found a difficulty in coping with it. There 
was, perhaps, as much justice, or injustice, in the complaints made 
by the shipping companies of delay in passing accounts. 


CHAPTER XIX 
PROFITS AND REPLACEMENT 


THE revision of Blue Book Rates at the beginning of 1918 was 
the more necessary inasmuch as the Finance Act of 1917 had 
introduced a new principle in the taxation of shipping profits. 
When the Excess Profits Duty was first introduced, provision was 
made for adjusting its incidence over the whole period of the war, 
so that if a year in which large excess profits were made was 
followed by one in which the earnings fell short of the datum line, 
the taxpayers could demand that an average should be struck, the 
necessary adjustments made, and a proportion of the previous 
year’s taxes refunded. It is, indeed, notorious that in industries 
other than shipping, large refunds of Excess Profits Duty assisted 
many companies through the difficult period of post-bellum 
deflation. By Section 19 of the Finance Act of 1917, the ship- 
owner, and the shipowner alone, was excluded from the benefit of 
the ‘One Account’ for Excess Profits. In each year in which Excess 
Profits were made he was to pay the full percentage, and no adjust- 
ment was to be made in subsequent years, when profits diminished. 

The defence put forward by the Government for their action 
was that the datum line originally adopted gave the shipowners 
an accidental advantage, as the years chosen were a period of 
unusual prosperity for shipping, and that shipping profits were, 
in fact, much greater than those of other industries. Even 
granting these facts, it is doubtful whether they could be held 
to justify so unusual a departure from constitutional practice as 
discriminatory taxation of a particular industry. 

Moreover, the abnormal profits of 1915 and 1916 were now 
a thing of the past. The significance of Section 19 lay in the fact 
that it was introduced at a time when the policy of universal 
requisition had been introduced for the express purpose of 


restricting the shipowners’ earnings to a minimum. Jn the debate 
1569.59 X 
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on the clause the Chancellor of the Exchequer quoted, from his 
own experience as part owner of four small steamers which had 
escaped requisition, figures which were widely circulated and 
accepted by the public as a criterion of current shipping earnings ; 
but not only were those figures exceptional even for 1915-16, they 
bore no kind of relation to the prospective average earnings under 
the new régime. 

So strong was the criticism, not only from the shipowners in the 
House but from others, that it was said on good authority that 
the section would unquestionably have been defeated had not the 
Government intimated that they regarded it as an essential with 
which the Finance Bill as a whole must stand or fall. As it was, 
the utmost concession that could be obtained was that, if any 
shipowner had made an actual loss, or if his profits fell below the 
point of liability to duty had the percentage standard been adopted 
instead of the datum line, an adjustment might be made in respect 
of such loss or deficiency.! 

The chief significance of the decision lay, of course, in its relation 
to the problem of provision for replacement costs. The gravity 
of that problem had been increased by the adoption of the State 
ship-building programme and the prohibition of laying down ships 
for private account. This meant that the heavy tonnage losses 
suffered by owners during the unrestricted submarine campaign 
would have to be made good by purchase or new construction 
after the war, and we shall see that they were in fact made good 
at prices exceeding even those of the war period. Meanwhile the 
British shipowners’ foreign competitors, Japanese and neutral, 
were able, after paying abnormal dividends, to set aside for new 
construction huge sums out of their comparatively unrestricted 
earnings.” 

Throughout 1917 and 1918 the problem of replacement was, 

1 Two important concessions were also obtained from the Inland Revenue Authorities 
with regard to depreciation allowance for taxation purposes. First, the depreciation 
on a second-hand steamer was to be calculated for Income Tax (not Excess Profits) 
purposes on the actual cost to the purchaser instead of on original cost. Secondly, for 
both purposes, the rate of depreciation was to be calculated from 6 April 1917 at 
6 instead of 4 per cent. for the remaining period of the war (see Chamber of Shipping, 
Annual Report, 1918-19, pp. 40-5.) 

2 Apart from the fact that neutral earnings were far higher than those of British 


ships, the compensation paid for the loss of neutral steamers requisitioned or time- 
chartered by the Allies was based on values far above those of British ships. 
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indeed, the dominant factor in shipping, and more particularly 
in liner finance. The cost of building rose steadily throughout 
1917 and very rapidly in 1918. In the latter year it reached 
_ £30-£34 per ton gross for cargo liner tonnage, and the average cost 
of replacing the liner losses in all classes could not be estimated at 
less than £45 per ton—two-and-a-half times the normal cost in 
time of peace. So early as October 1917, the Liverpool Steam 
Ship Owners’ Association estimated that the cost of replacing their 
members’ lost tonnage, providing for the expansion of the fleets 
at the normal rate of increase, and reconditioning the vessels after 
the war, would exceed by some £47,000,000 the amounts received 
from underwriters or the State in respect of losses.1_ This estimate 
was, admittedly, very rough; but it gives some indication of the 
importance of the problem, and the necessity of the large reserves 
accumulated by the lines in 1915-16. 

For cargo-boat owners also, the question of replacement was 
serious. In 1918 the average cost of building tramp tonnage rose 
to £23 or £24 per deadweight ton, more than three times the pre- 
war level, and for forward contracts even higher prices were quoted. 
At the end of 1917, before the curve had reached its apex, it was 
estimated that one company which had recovered £279,000 in 
respect of losses would have to expend £410,000 in replacing those 
losses with vessels of equivalent type. In another instance 
£109,000 would have to be provided out of earnings ; in a third, 
£187,500. A larger company, which had accumulated £805,000 
out of insurance, the sale price of vessels disposed of, and sums 
transferred to depreciation, would need a further £800,000 to 
build the equivalent amount of new tonnage.” 

To anticipate a little, it may be stated that an estimate 
prepared some two years after the war showed the probable actual 
cost of replacing all vessels, liners and tramps, sunk during the 
war, as exceeding by about £135,000,000 their insurable value at 
the time of loss. It was the necessity of preparing for this strain 
and for the overhauling of fleets and organization with a view to 
post-bellum competition that made exclusion from the ‘ One 
Account’ so serious a matter. 

It was, of course, the frightful havoc wrought by the sub- 

1 Cd. 9092, p. 136. 2 Fairplay, 3 January 1918, quoting Mr. W. J. Noble. 
x2 
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marines during 1917 and 1918 that swelled the figures of losses to 
such gigantic totals. That havoc had also its direct reflection in 
a great advance in the cost of war risk insurance. 

Even prior to the radical change made in the basis of the State 
Insurance Scheme in August 1917, the increasing rates of loss led 
to a successive advance in voyage premiums from 1 per cent. to 
1} per cent. on 19th March 1917, and 24 per cent. on 23rd April, 
twice as much being charged for a round voyage or a 91 days 
time policy. Even these advances, however, were insufficient to 
prevent a rapid increase in the deficit, and this deficit, so far as 
the 20 per cent. interest of the War Risks Associations was con- 
cerned, had to be met by calls on their members. Still heavier 
calls were made by the subsidiary Excess Values Associations 
which had been formed to insure the difference between the values 
approved for the purposes of the State Scheme and the actual 
current value of the ships. 

When a ship came under requisition, the Associations ceased, 
of course, to be liable for any part of the hull risk, which became 
a liability of the State under the Blue Book terms; but with 
a view to spreading the incidence of risks, the clubs had main- 
tained the practice of requiring members to enter their whole 
fleets, and the owners of requisitioned ships were thus liable for 
calls in respect of losses under the State Scheme. 

Down to February 1917 the total calls made by the clubs: 
amounted to an average of about £3 10s. per cent. on the original 
entered values ; but with the outbreak of unrestricted submarine 
warfare, the losses became very heavy. Between 10th February 
and 19th August 1917, the calls made by the clubs, including 
the Excess Values Associations, gave an average of about £10 per 
cent. on ‘free,’ and £2 10s. per cent. on requisitioned tonnage, 
of which one-third was attributable to losses on Government 
values, and about two-thirds to losses on other lines. In these 
circumstances, the owners of several requisitioned vessels claimed 
a refund of the calls levied upon them as ‘ extraordinary out-of- 
pockets’; but the Controller refused the claim, on the ground 
that the manner of adjusting the incidence of the calls was a 
matter for the Associations themselves, with which the Govern- 
ment had no concern. 
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From 20th August 1917, as will be remembered, the partnership 
between the State and the War Risks Associations came to an end. 
The ships were still entered in the clubs, and the clubs continued 
_ to bear the working expenses of the scheme and to be responsible 
for its administration ; but all premiums went into the coffers of 
the State, and the State alone was responsible for all losses, both 
on original and excess values. This break in the partnership was 
accompanied by a complete change in the policy of the Board of 
Trade with regard to premiums. Hitherto, these had been fixed 
at a flat rate for all voyages, and the rates fixed were considerably 
below those justified by the risks. Now the time premium for 
ships under Liner Requisition was raised at a jump from 5 to 
9 per cent., and for all free vessels differential voyage premiums 
were fixed, according to the estimated risk. Moreover, these 
premiums, which ran up to as much as 9 or 10 per cent. in the 
more dangerous trades, were fixed, like the 9 per cent. time pre- 
mium, on an actuarial basis. In fact, the working of hull insurance 
from August 1917 to the Armistice yielded the State so large 
a profit as not only to wipe out the deficit previously incurred, but 
leave a handsome surplus as the result of the State’s operations 
since the outbreak of war.1 On the other hand, the Liverpool and 
London War Risks Association alone was compelled to provide 
for a deficit of £1,480,000 on Government values, and £6,230,000 
on Excess Values, incurred prior to August 1917.” In face of these 
facts, it is a little surprising that the State Insurance Scheme should 
still, at times, be described as a free gift to the shipowners. 

The actual earnings of British shipping during 1917-18 are, 
as usual, very difficult to ascertain. Freight quotations cease, of 
course, to have any real relevance. The markets were exceedingly 
narrow, and the enormous freights occasionally quoted were 
earned only by Japanese or neutral ships. For the great majority 
of British owners, freights had ceased to have any real meaning. 
Whatever rate was charged to the shipper, they received only the 
Blue Book hire. 

The policy of the Ministry of Shipping with regard to freights 
has been very adversely criticized. While the rates charged to 


1 The Preliminary Statement of Results, Cmd. 98, shows a profit on hulls of British 
ships amounting to £16,000,000. 
2 Report for the Insurance Year ended 19 February 1919. 


310 PROFITS AND REPLACEMENT 


Government Departments for Government imports were on a Blue 
Book basis, the freights charged to private shippers for such 
commodities as were still uncontrolled were often much higher 
than had been charged by the owners prior to general requisition. 
For instance, the freight on tea from Calcutta to London was 
increased on Ist October 1917 from 75s. to 270s. or 300s. per ton. 
The average freight on cotton from Gulf ports went up from 0-8d. 
per lb. in the twelve months ended 31st July 1916 to 3-12d. per lb. 
in 1917-18; mixed cargo rates from United States Atlantic ports 
were 230s. in December 1918, as against 60s. in May 1916; and 
the average outward freights to Australia, Calcutta, and Cape 
ports rose from 115s. 5d., 42s. 3d., and 76s. 5d. respectively in 
December 1916 to 143s. 6d., 100s., and 116s. in December 1918. 
Other instances could easily be multiplied. Moreover, the years 
1917-18 saw a big rise in the majority of the Government rates 
themselves.1 

It is hardly to be wondered at that shipowners, with a memory 
of the strictures passed upon them, were not slow to raise the cry 
of * profiteering’ against the Ministry. The official reply was that 
the new Government rates were fully justified by the increase of 
running costs, especially war risks insurance, and that so far as 
private cargoes were concerned, there was no object in charging 
less than the market freight on uncontrolled commodities, as the 
only result would be to give additional profit to the merchant 
without benefiting the consumer. In short, the Ministry’s policy 
was to charge actual cost on controlled, and market rates on 
uncontrolled commodities. | 

In principle this defence was absolutely sound, though the 
shipowners may be excused for pointing out, with some gusto, its 
bearing on past controversies. The one point that seems a little 
doubtful is how far ‘ market’ rates could be said to exist in the 
conditions of 1917-18. There was certainly some ground for the 
suspicion that the rates on private cargo were, at times, arbitrarily 
fixed with the object of subsidizing Government imports, or 
swelling the revenue. A case might, of course, be made out for 
either policy. 


* Fairplay, 8 November 1917; Chamber of Shipping Annual Report, 1918-19, 
pp. 77-8 ; Liverpool Steam Ship Owners’ Association, Report for 1918, pp. 37-8. 
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In any event, the freights on shipments in requisitioned vessels 
or vessels under Liner Requisition did not concern the shipowner, 
and even the vessels that did not fall under these categories were 
_ nearly all plying at limitation rates, the profits from which were 
largely diminished by the increase in running expenses. That 
increase as compared with 1914 was given as follows, at the end 
of 1917, for three typical steamers : 1 


Increase Increase Increase per 

8.8. tons gross per day per month ton per month 
£ s. d, £ s. d. 8. d. 
1,590). : : s0n lO 910 10 0 ll 6 
3,400 . : : 37 14 0 USO 0 6 8 
4,000 . ; 62 16 0 1,884 0 0 o) & 


As regards ships under full requisition, it will be remembered 
that the revision in Blue Book Rates did not come into operation 
until March 1918. Their effect, at the end of that year, was 
estimated by the Chamber of Shipping to give a return of 10 per 
cent. on the current value of a medium sized cargo-boat, before 
providing for overhead charges, depreciation, and taxes.” 

One effect of this restriction on earnings, coupled with the 
heavy losses of tonnage, was to accentuate the tendency towards 
transfer of ships and amalgamation of interests, so marked in 
1916. With profits restricted by universal requisition, heavy 
taxation, and increasing expenses, many owners were glad to 
realize and invest outside the industry the high prices which the 
scarcity of tonnage extorted from the big liner companies, and 

1 Mr. W. J. Noble’s figures from Fairplay, 3 January 1918. 
2 Annual Report, 1918-19, p. 78. The calculation given is as follows, with com- 


parative figures for a Norwegian steamer of the same type, namely, 4,000 tons d.w , 
or 2,400 gross, built in 1905. 


British Norwegian 
g £ 
Time-chartered earnings ae month . é 1,980 9,300 
Outgoings  . : : c ; 1,140 1,800 
Gross profit . : ‘ : 840 7,500 
£ £ 
Current market value . ' 3 5 100,000 150,000 
Annual profit ‘ , 3 A : 10,080 90,000 
Percentage on value ; é ; 10 60 
Profit per d.w. ton per month 5 : 4s, 2d. 37s, 6d. 


British rate 16s. 6d. per ton gross; Norwegian 46s. 6d. per ton d.w. Outgoings for 
British ship are less excess wages, &c., paid by Government. 
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from cargo-boat owners who were anxious to keep their fleets in 
being. No objection, generally speaking, was made by the 
Controller to the transfer of ships from one British owner to 
another ; indeed it often suited the Ministry of Shipping very well 
to be relieved of responsibility for the management of vessels, by 
their transfer to an Established Line, and thus from ordinary to 
Liner Requisition. 

Among the more important deals concluded in 1917 and 1918 
were the acquisition by the P. & O. Company of the Union Steam- 
ship Company of New Zealand, the Nourse Line, and the Mercantile 
Steamship Company. Messrs. Furness, Withy & Co. acquired, 
among other vessels, fourteen steamers from Messrs. Robert 
Gardiner & Co. Sir Owen Phillips took over the fleets of R. Mac- 
Andrew & Co., and Powell, Bacon & Hough, and secured a con- 
trolling interest in the Argentine Steam Navigation Company. 

The prices paid in these transactions were naturally very large, 
for the market was restricted in the absence of new private 
construction, and the demand was often urgent. The merger of 
the Union Company in the P. & O. was effected by an exchange of 
shares which gave the vendors the equivalent of £3 for each £1 
share. The cargo-boat companies were acquired on still higher 
terms. The price paid to the Mercantile Company—a very well- 
managed and prosperous concern—was £32 for each £5 share. 
The £10 shares of the Hain Company, who had a large business as. 
shipbrokers as well as managers, had been recently quoted at 344 ; 
the merger was effected at £80 a share. In absorbing the Knight 
Steamship Company, Messrs. Alfred Holt were reported to pay 
about £600,000 for four steamers standing on the books of the 
vendors at £80,321; Messrs. Robert Gardiner’s vessels realized 
£18 6s. per ton dead-weight ; the fleet of the Fargrove Steam 
Navigation Company realized £15 6s. 7d. per ton dead-weight on 
their sale to Mr. J. C. Gould. 

There were, as we have seen, good reasons for permitting these 
sales ; but their tendency was, in many ways, regrettable. It was, 
indeed, essential that the big lines should be able to maintain their 
services ; but the disappearance of so many smaller lines and old- 
established cargo-boat companies accentuated the concentration 


1 Fairplay, 25 October 1917, 3 January 1918. 
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of tonnage in a comparatively few hands and deprived the industry, 
for a time at least, of the services of many experienced owners of 
a type that had contributed much to its development. Moreover, 
_ while the prices paid frequently left the buyers dangerously over- 
capitalized in view of a probable post-bellum slump, they encouraged, 
at the time, the feverish speculation in shipping shares which had 
developed during the shipping boom of 1915-16. It was the 
rumour of approaching absorption which forced up the £10 shares 
of the Pyman Steamship Company from £24 to £46 10s. in a single 
fortnight.1 

A feature of several of these transactions was the demand by 
managers of large sums as compensation for loss of management 
remuneration, running up to as much as £250,000 in the case of 
a single company, the original share capital of which was only 
£280,000. On these demands Fairplay commented severely, 
holding that, while managers were justified in accepting voluntary 
offers of compensation, there was an element of blackmail in 
refusing, without payment, to carry out their obvious duty to the 
shareholders by accepting an advantageous offer.’ 

It was mainly the demands of the liner companies that kept up 
the price of second-hand tonnage ; but during 1917 there was also 
a brisk demand for both steamers and sailing vessels suitable for 
the coasting trade, where profits were not subject to the Blue Book 
restrictions. The first effect of universal requisition in the ocean 
trades was, naturally, to check the rise in values, and at the end 
of 1917 the estimated price of the new, ready 7,500-ton cargo-boat 
stood at about £22 per ton, £3 below the level of the previous 
December ; but by the middle of 1918 it was up again to £24. The 
actual average market value of second-hand tonnage, as indicated 
by the sales, stood little below this figure, and the huge profits 
realized on the transfer of ships led to a renewal of the demand that 
such transactions should be brought within the scope of the Excess 
Profits Duty. The Controller, however, consistently opposed any 
such measure unless it were applied also to other forms of capital 
appreciation. 

Turning from values to profits, the actual earnings of the 


1 Fairplay, 25 October 1917. 
2 See e. g. Fairplay, 12 December 1916, 19 April 1917, 3 January 1918. 
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majority of the liner companies are, as usual, impossible to 
ascertain from the published accounts. Those of the Oceanic 
Steam Navigation Company, which continued to publish fuller 
information than most of the lines, stood about half-way between 
the average of the years 1912-13 inclusive, and the average of 
1915-16. They had, however, frequently been exceeded in earlier 
periods. This, however, was an exceptionally prosperous concern. 
The dividends it distributed in 1918 and 1919 amounted to 
20 and 17 per cent. respectively on the paid-up capital, while the 
average for the lines included in the Fairplay table was under 
13 per cent. in both years. Further, while the liner dividends 
were approximately equal to those distributed in respect of the 
earlier war years, it is certain that they were only in part paid out 
of current earnings. A large proportion of the money was pro- 
vided by interest on investments, representing the accumulated 
surplus of previous years, and the amounts received in compensa- 
tion for lost tonnage which could not yet be replaced. 

The cargo-boat company dividends, as shown in Fazrplay, 
gave a slightly lower return than those distributed by the lines, 
and much below the previous war level. Moreover, the amount 
transferred to depreciation did not exceed the 5 per cent. minimum. 
Here, too, there is little doubt that a large part of the dividends 
came from interest on investments, rather than from current 
trade earnings. Including such interest, the percentage of profit, 
less 5 per cent. depreciation, on book values, amounted to 7:59 
per cent. in 1918 and 10-56 per cent. in 1919. 


CHAPTER XX 


THE WAR RECORD OF BRITISH SHIPPING 


On 15th November 1918, four days after the signature of the 
armistice between Germany and the Allied and Associated Powers, 
the Admiralty addressed to the various associations representing 
shipowners and personnel, a letter expressing the admiration of 
the Royal Navy for the incomparable services rendered by the 
Mercantile Marine; for the indomitable courage with which the 
submarine menace had been met, and the ability, loyalty, and 
technical skill displayed by Masters, officers, and crews in carrying 
out Admiralty regulations and ensuring the success of the convoy 
system. On the same day the Shipping Controller conveyed to 
the Chamber of Shipping and the Liverpool Steam Ship Owners’ 
Association his thanks for the unstinted support accorded to him, 
the readiness with which every sacrifice demanded from owners 
had been made, and the zeal with which they had worked, after 
all financial incentive was removed, to develop the maximum 
carrying capacity of the ships.1 

These tributes were deserved. Individual owners may, at 
times, have put profit before patriotism ; the seamen’s grievances 
may, at times, have obscured their sense of the national peril ; but 
taken as a whole, the war record of the Mercantile Marine was one 
of extraordinary achievement, and it will not be irrelevant, before 
attempting to assess the effect of the war on British shipping, to 
sum up, very briefly, the contribution made by the shipping 
industry to the united war effort of the Allied and Associated 
Powers. By the extent of this contribution we may measure, to 
some extent, both the importance of British shipping in the world’s 
transport system and the dislocation of economic life caused by 
the war. 

In the first place, some reference must be made to the actual 
combatant services rendered by the Mercantile Marine. These 
fall under two heads : those performed by commissioned auxiliaries 


1 Chamber of Shipping, Annual Report for 1918-19, pp. 75-6, 82-3. 
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attached to the Royal Navy itself, and those incidental to dis- 
charge of the ships’ more normal functions of transport and supply. 

It must be remembered that, during the later stages of the war, 
every merchantman went armed. The ascendency obtained by 
defensively armed ships over the submarine during 1916 dis- 
appeared to a great extent when the attack by torpedo, without 
warning, became the rule rather than the exception; but taking 
the war as a whole, between 400 and 500 ships owed their escape 
from destruction, in part at least, to the effective use made of their 
defensive armament. Armed or unarmed, every ship was exposed 
to attack, and it was only fitting that the Mercantile Marine War 
Medal should be awarded to all officers and men employed in the 
danger zone. In addition, many special awards and distinctions 
were well earned by those who had given proof of exceptional 
skill, courage, or endurance in saving their ships, either by the 
use of their guns, by clever manceuvring, or by stoical endurance 
of punishment while opening out the distance from their pursuer. 
Apart from awards and decorations officially bestowed, the 
Corporation of Lloyds, the great War Risks and Shipowners’ 
Associations, and many individual owners and underwriters were 
quick to recognize the resource and endurance shown by officers 
and men, and in the summer of 1917 the Shipping Controller 
formed the Merchant Ships Gratuities Committee for the same 
purpose. The standard award by the Committee for saving 
a ship in circumstances making special demands on the skill and 
courage of the personnel was £100 to the master, and one month’s 
wages to the officers and men.1 

These services were rendered, these distinctions were gained, 
by men whose terms of engagement bore no reference to com- 
batant duties, who were, indeed, bound by the regulations govern- 
ing defensively armed vessels to avoid action unless it were forced 
upon them. There were, however, many merchant ships and 
merchant seamen serving under the White Ensign, with full 
combatant status, and engaged in offensive operations. Not only 


* Other official distinctions granted were badges, bars, and stripes to the crews of 
ships torpedoed and mined ; war service chevrons for each year of service in the danger 
zone; and the silver War badge to Masters, officers, and men retiring from service 
through wounds or illness caused by war causes, See Hopkins, op. cit., pp. 94-5; 
Chamber of Shipping, Annual Report for 1918-19, p. 57; Liverpool and London War 
Risks Association, Report for year ending 19 February 1919, pp. 28-9, 41-3. 
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did the merchant service contribute, through the calling up of the 
Naval Reserves, and through direct enlistment, many thousands 
of men to supplement the crews of regular warships ; it provided 
_the Royal Navy with auxiliary services of the greatest importance. 
The vast organization of the Auxiliary Patrol, engaged in mine- 
laying, mine-sweeping, and submarine-hunting in Home Waters, 
made comparatively little demand on the ocean trades—yachts, 
pleasure-steamers, trawlers, drifters, and motor-boats made up 
the bulk of the force, and the crews were drawn mainly from the 
fishing and pleasure fleets—but many officers and men from deep- 
sea ships were to be found in its ranks. From the trading fleets 
were drawn the armed merchant cruisers that carried on the 
Northern Patrol and played so large a part in the provision of 
convoy escort and the police of the outer seas, and the armed 
boarding steamers by whom the duties of visit and search in 
narrow waters were performed. The ships were merchantmen, 
the majority of the officers and men were Naval Reservists or 
ordinary mercantile ratings. Moreover, the efficiency of the 
Grand Fleet itself depended largely on the work of the com- 
missioned auxiliaries attached to it as fleet messengers, fleet 
sweepers, mine and seaplane carriers, and special service vessels. 

It was for non-combatant services, however, that the Navy 
made the heaviest call upon the Mercantile Marine. The vast 
armaments by which the use of maritime communications was 
assured to Great Britain and her Allies and denied to her enemies 
depended for their power of movement and fighting efficiency 
on a continuous flow of coal, oil, and supplies to the bases at home 
and abroad and the squadrons at sea. The provision of fuel, in 
particular, made enormous demands upon shipping. In January 
1915, there were no fewer than 395 colliers and 60 oil-tankers in 
naval service. As the proportion of oil-burning types in the Navy 
increased, the number of tankers rose steadily until, by November 
1918, it reached 225; but the proportion of coal-burning ships 
remained large, and at the armistice there were still 283 colliers 
at work for the fleets. During the whole war the coal cargoes 
lifted for the Admiralty amounted to little short of 43,000,000 tons.! 


1 This figure includes coal dispatched to the overseas depots and used for bunkering 
transports, and, latterly, all fully requisitioned ships, as well as warships. 
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Still greater was the strain of military transport. On no 
previous occasion in the world’s history had oversea expeditions 
been attempted on a scale even remotely approaching that of the 
movement by which the whole strength of the British Empire was 
flung into the battle line, or by which the United States armies 
were, later, brought in to turn the scale. The Walcheren Expedi- 
tion of 1809, described by Fortescue as ‘ incomparably the greatest 
armament that had ever left the shore of England’, comprised 
39,000 men of all arms.!. Wellington’s British forces in the 
Peninsula, sent out by driblets, never much exceeded 60,000 men.? 
The original force landed in the Crimea comprised about 62,000 
British, French, and Turks.? The South African War of 1899-1902 
called for much larger oversea movements ; but the total number 
of troops landed in South Africa, from the period of tension 
preceding hostilities to the conclusion of peace, was only 380,000, 
and the largest single movement, that of the Field Force in 
October and November 1899, was under 50,000. The number of 
animals shipped from all parts was about 460,000, and the bulkier 
items of supplies aggregated little over 1,000,000 tons.+ 

In 1914, the original British Expeditionary Force, landed in 
France between 9th August and 20th September, comprised 
210,000 of all ranks, with 62,000 horses, and 100,000 tons of 
stores. By the end of that year, not only had all losses of the 
Expeditionary Force been made good and its strength increased. 
to 230,000 men; the outlying garrisons had been brought home 
for service in Europe, and Territorial troops sent out to take their 
place; the first Canadian Contingent of 31,000 men with 7,500 
animals had been brought to the United Kingdom; 30,000 
Australians and New Zealanders with 12,000 animals had been 
landed in Egypt ; from India, 68,000 men and 5,000 animals had 
been sent to France, 67,000 men and 15,000 animals to East 
Africa, Egypt, and the Persian Gulf. 

Before the war was over the strength of the British, Indian, 
and Dominion forces in France had risen to 2,000,000; in all 


1 Hon. J. W. Fortescue, A History of the British Army, vol. vii, pp. 55-7. 

2 See ‘States’ in Napier and Fortescue. 

° General Sir Edward Hamley, The War in the Crimea, p. 40. 

* History of the War in South Africa, written by direction of His Majesty’s Govern- 
ment, vol. iv, pp. 671-7; The Times History of the War in South Africa, vol. vi, 
pp. 241, 247, 293, 403-4. 
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theatres to 3,250,000, and these figures, it must be remembered, 
represented the total final strength, after allowing for all the 
frightful wastage of war, and for transfers from one theatre to 
another. In France alone, 5,400,000 men had, at one time or 
- another, been employed under the British flag; in Egypt and 
Palestine, nearly 1,200,000; in Mesopotamia, 890,000. Nor had 
the services of British shipping been confined to the carriage of 
British troops. For the Salonika Expedition, 26 British ships, 
averaging over 5,000 tons gross, were lent to the French War 
Office. The movement of the Portuguese Expeditionary Force 
and of over 500,000 Belgians was arranged by the Transport 
Department direct. Nearly 950,000 American troops were brought 
to the United Kingdom in British ships ; slightly over that number 
carried thence to France. Over 100,000 were landed by British 
ships in France direct. . 

Including all movements of troops, British and Allied, nurses, 
civilian staff, labour corps, prisoners, and refugees, from August 
1914 to October 1918, the Transport Department, had provided 
tonnage for 23,700,000 individual passages.1 That is to say, the 
task of the Transport Department had been equivalent to moving, 
on a single voyage, one half of the total population of the British 
Isles, about a quarter of the inhabitants of the United States, or 
nearly twenty-four times the average annual immigration into the 
United States during the decade immediately preceding the war. 
Of these passages, 16,500,000 were between the United Kingdom 
and France; the remainder were oversea movements, mostly 
involving voyages of considerable length. 

In addition to troops, the Transport Authorities had provided 
tonnage for the carriage of 2,200,000 animals and 500,000 
vehicles.2, The vehicles were mainly cross-Channel traffic; but 
two-thirds of the animals were carried on longer voyages. Still 
heavier was the task of supply. From the United Kingdom alone 
there had been sent to France well over 20,000,000 tons of muni- 
tions, supplies, and military stores. Including shipments from all 


1 These figures include sick and wounded and men going on or returning from leave. 
Men transferred from one theatre to another, or landed in the United Kingdom, and sent 
on to France or elsewhere, count once for each time they were embarked. The figures 
do not, however, include Allied troops carried in British tonnage placed at the disposal 
of Allied authorities and run under their management, 

2 Including guns. 
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sources and to all theatres, the total tonnage of military stores, 
and of those imports, such as military fodder, which were for 
direct account of the British and Allied War Offices, fell little 
short of 50,000,000 tons, the equivalent of a year’s British imports 
in normal conditions. It must be remembered, too, that these 
figures, immense as they are, exclude entirely the bulk of the 
materials imported for the munitions industries, and that vast 
quantities of food-stuffs and other supplies, ultimately shipped 
from the United Kingdom for military use, were originally 
imported on civilian account. 

How deeply British shipping was pledged to the support of the 
fighting forces—British and Allied—appears from the returns of 
the Allied Maritime Transport Council, which show that, on 
31st October 1918, no less than 29-5 per cent. of the total available 
dead-weight tonnage under the British flag was in direct naval or 
military service. Or to approach the question from another angle, 
of the total tonnage in the naval and military service of the Allied 
and Associated Powers on that date, 58-6 per cent. was British ; 
32 per cent. was American, and only 9-4 per cent. of the work was 
left to ships under all other flags.* 

It was not, however, only by the transport of troops and 
military stores that British shipping contributed to the victory 
of the Allied cause. Not only did it maintain, through all the 
vicissitudes of the war, the food-supply of the United Kingdom, 
and such part of the general import and export trade as sufficed 
to equip the armies, to maintain a minimum standard of life for 
the civilian population, and to render supportable the financial 
burden of the struggle ; it performed for the Allies of Great Britain 
essential functions to the performance of which their own shipping 
was wholly unequal. From the beginning of the war, coal, cereals, 
munitions, and munitions materials were poured by British 
shipping, in ever increasing quantities, into the Allied ports. 
Over 11,000,000 tons of coal were carried to France, and 4,500,000 
tons to Italy in British requisitioned ships alone. Of some 5,250,000 
tons of coal and munitions received by Russia during 1916 and 
1917, British shipping carried two-thirds. When France and 


1 These figures refer to steamers of 500 tons gross and up, excluding tankers and ships 
under repair. An allowance is made for space on Atlantic liners devoted to American 
trooping. 
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Italy began to import meat for the use of their armies they were 
almost destitute of insulated tonnage, and of 1,375,000 tons of 
meat purchased by those countries during the war, more than 
three-quarters was carried under the British flag. When the 
_ French and Italian harvests partially failed, in 1917-18, the 
deficit was made good by the diversion, during the months 
August—October 1918, of 2,000,000 tons of cereals in British ships, 
over and above all cargoes carried by tonnage previously in Allied 
service. Such neutral tonnage as could be procured during the 
later stages of the war was mostly allocated to the service of the 
Allies, and in October 1918, 90-8 per cent. of the shipping em- 
ployed in carrying imports to the United Kingdom was British ; 
yet even so, more than one-sixth of the available British tonnage 
was devoted to the import services of France and Italy. Of the 
tonnage in the French import service 45-4 per cent. was under 
the British flag; in the Italian service the proportion was 51-6 
per cent. Together, France and Italy provided 1,700,000 dead- 
weight tons of shipping, for the purposes of their import trade ; 
Great Britain provided 3,100,000 tons.? 

It is no exaggeration to say that the possession by Great 
Britain of a mercantile fleet much larger than was required for her 
own minimum essential needs was, above all else, the decisive 
factor in the war. It was this alone that enabled British, Canadian, 
Australian, Indian, and South African troops to take their place on 
the Western Front; it was this alone that rendered possible the 
conquest of the German colonies and the operations in Gallipoli, 
Mesopotamia, Palestine, and the Balkans. By British ships one- 
half the American troops brought to Europe were carried. With- 
out the assistance of British tonnage the European Allies could 
neither have supplied their armies with the material of war, nor 
fed their people, nor obtained the requisite fuel for their railways, 
ships, and essential industries. Whether we look at the magnitude 
of the achievement, or at the appalling waste involved in the 
diversion from productive to destructive activities, there is no 
more significant fact in the history of the war. 


1 See Seaborne Trade, vol. iii, pp. 474-6. 
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CHAPTER XXI 
BRITISH SHIPPING AT THE ARMISTICE 


Tae services rendered by British shipping to the common cause 
had been rendered at heavy cost to the Mercantile Marine itself. 
Apart from the losses among merchant seamen serving under 
the White Ensign, no fewer than 14,661 officers and men of the 
merchant service and the fishing fleets had lost their lives, as the 
result of enemy action, while pursuing their ordinary avocations.! 
The total material losses inflicted on British shipping by sub- 
marines, mines, and raiders amounted to 7,759,000 tons gross, or 
38 per cent. of the tonnage under the British flag in June 1914. 
Among steamers of 1,600 tons gross and upwards, classed in the 
Ministry of Shipping returns as available for ocean trade, the war 
losses, including ships interned in enemy ports, amounted to 
7,530,000 tons, 43 per cent. of the 1914 tonnage. We have seen, 
too, that, owing to the conditions of war navigation and the 
deterioration arising from postponement of repairs, marine 
casualties were abnormally heavy during the later stages of the 
war. Although the number of voyages made during 1917 and 1918 
was much below the normal, the tonnage wrecked in those years 
was twice as great as the average for the last three years of peace. 
Including marine casualties, the losses of ocean-going shipping 
amounted to 48 per cent. of the 1914 tonnage.? 

It was no new thing for British shipping to suffer heavy 
losses in its task of maintaining sea-borne commerce. During 
the great Napoleonic struggle which began in 1803 and ended 
in 1814, it is estimated that at least 40 per cent. of the 
tonnage on the Register at its outbreak disappeared through 
capture or wreck. What was new in 1914-18 was the failure to 
replace the tonnage destroyed. Thanks in part to the capture 
of enemy ships, but in the main to new construction, the heavy 


' The number interned in enemy countries or taken prisoners was 3,295. 
* Appendix, Tables 4 and 5. 
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losses of the Napoleonic war were made good and much more than 
made good ; the tonnage on the Register in 1814 actually exceeded 
by 21 per cent. that of 1803.* A strange contrast is presented by 
_ the position in 1918. Of nearly 8,500,000 tons of ocean-going 
shipping destroyed, captured, or wrecked, during the war, less 
than half had been replaced by new construction in British yards, 
and after allowance has been made, on the one hand, for all war and 
marine losses and for ships transferred to the Royal Navy or to 
foreign flags, on the other hand, for all ships built or purchased, 
and for prizes brought into service, the tonnage available on 
31st October 1918 was less by nearly 18 per cent. than at the 
beginning of the war.? 

The effect of the war on the Mercantile Marine cannot, however, 
be so simply measured. In order to appreciate what that effect 
had been, it is necessary to compare the tonnage on the Register 
of the United Kingdom on 3lst December 1918, as classified by 
size and age, with the similar returns for 1913. 

The first effect of such comparison is to emphasize how heavily 
the war losses had fallen on ships of ocean-going size. The 
reduction in numbers among steamers under 500 tons gross was 
less than 2 per cent., for a large proportion of these vessels were 
confined to harbour or inland navigation. Steamers of 500 to 1,599 
tons, mostly employed in the coasting and short-sea trades, had 
decreased in numbers by 13 per cent. In vessels of ocean-going 
size, the decline was no less than 25 per cent. 

Even among ocean-going steamers, however, the reduction 
was very uneven in its incidence. All classes had suffered heavily, 
but the replacement effort had been directed mainly to the 
construction of comparatively large ships. It was almost entirely 
for the building of frozen meat ships, big tankers, and the larger 
freighters that Munition Certificates had been granted during the 
earlier years of the war, and of 181 standard steamers completed 
by 3lst December 1918, only 65 measured less than 5,000 tons 
gross. 


1 See Professor W. R. Scott, ‘Mercantile Shipping in the Napoleonic Wars,’ in 
Scottish Historical Review, vol. xiv, Oct.—July 1916-17, pp. 272-5. 

2 See Appendix, Table 5. The losses in this table include a number of ships in 
terned in German ports and afterwards recovered. On the other hand, the existing 
tonnage includes a number of requisitioned neutrals, subsequently restored, 
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In ships of the largest class, replacements had just failed to keep 
pace with losses, owing to the suspension of passenger liner con- 
struction ; but whereas the total number of ocean-going steamers 
had decreased by 951, in those between 5,000 and 10,000 tons 
there was an actual increase of 191. Vessels of 5,000 tons and 
upwards now comprised nearly half the gross steam tonnage on 
the Register, as compared with one-third in 1913. To some small 
extent, the reduction in the number of ocean-going vessels had 
been made good by an increase in the average size of the individual 
ship.1 ; 

It must be remembered, however, that the war had affected 
the type as well as the size of the ships. The only specialized types 
built in any large numbers were frozen meat ships and tankers. 
Even with the priority accorded them, the replacements had 
failed to make good the heavy losses of insulated tonnage; but 
the number of large tankers on the Register was decidedly greater 
than in 1913. Were tankers excluded, the reduction in tonnage 
available for general trade would be seen to be still larger than is 
indicated by the figures given. 

It was the construction of tankers and of freighters of simple 
type that accounted for the increase in steamers of 5,000 tons and 
upwards. The building of passenger liners and intermediate liners 
with large passenger accommodation had been almost entirely 
suspended, and the number even of cargo liners launched was 
comparatively small. Few of the standard steamers—good, 
serviceable freighters as they were—were really suited to the 
requirements of the liner trades; they lacked even that degree 
of specialization which was more and more demanded before the 
war, by tramp owners. 

These conditions tended to be stereotyped, for some years, by 
the State shipbuilding programme. Of the tonnage under con- 
struction at the end of 1918, 78 per cent. consisted of standard 
ships, and a large number of additional contracts were awaiting 
execution as soon as slips were available. These vessels, building 
or ordered, included nearly a hundred small steamers designed for 
coasting traffic, and about 40 of type ‘G’ and the other later 
designs, which were more or less suitable for the liner trades. The 


1 Appendix, Table 6. 
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remainder were mostly large ocean-going freighters of the simpler 
types. 

For the liner companies this was a very serious matter. Their 

losses had been extremely heavy. The Cunard Company, for 
_ Instance, possessed before the war a fleet of 16 big liners of 8,000 tons 
and upwards used in their Atlantic services, and 9 smaller vessels 
on the Mediterranean run. During the war they added, mainly 
by purchase, 9 vessels to their fleet ; but no fewer than 22 were 
lost by war risks or marine perils, and the net result was to leave 
them with 12 ships, only 6 of which exceeded 8,000 tons.2. The 
Elder Demptser Line began the war with 101 steamers, lost 36 
through war risks or marine casualties arising directly from war 
conditions, and finished with 58.3 It was only by purchasing or 
chartering tramp steamers that the majority of the lines had been 
able to maintain their services at all,t and, while the proportion 
of tonnage under liner management had increased, that tonnage 
included many ships not very suitable to the requirements of the 
trade. 

One result of the restriction on liner construction was a diminu- 
tion not only in the actual number but in the proportion of the 
faster steamers—those capable of maintaining at sea a speed of 
12 knots or over ; but this was compensated by an increase in the 
proportion of moderately speedy ships, for the standard freighters, 
with their speeds of 10-11 knots, were faster than the majority 
of the cargo-vessels they replaced. In some other respects, too, 
the average efficiency of the ships had been increased as the result 
of war measures. All steamers of 1,600 tons gross and upwards 


1 Standard ships, built, building, or ordered at 31 December 1918. 


Completed Building Total 
or ordered 
Tankers . : é x C ° 36 42 78 
Freighters, 5,000 tons gross or over . 80 271 351 
Freighters, under 5,000 tons. . 63 93 156 
Coasters . : ; c : 2 95 97 
181 501 682 


2 Hurd, A Merchant Fleet at War, pp. 10, 51, 118. These figures relate only to 
vessels acquired to make good losses in the original fleet and leave out of account the 
effect of amalgamations with other lines. 

3 The Elder Dempster Fleet in the War, Liverpool, 1921, pp. 6-7 ,25, 

4 At one period the Union-Castle Line had only three small cargo-boats of their 
own left for employment in their regular services (The Union-Castle Line and the War, 
by E. F. Knight, 1920, pp. 6-7). 
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were now fitted with wireless,! and additional engine-room signals 
and other apparatus were installed in many ships for the purpose 
of facilitating navigation in convoy. Further, the war gave 
indirectly a great impetus to the use of the internal combustion 
engine and of oil fuel in the Mercantile Marine ; though this did 
not take full effect until after the armistice.’ 

On the other hand, not only was the British Mercantile Marine 
after the war a less highly specialized, it was also an older fleet. 
In the crisis of 1917-18 everything that could float and steam was 
of national importance, but the ultimate effect of the Transfer 
Restrictions Acts was to leave British owners saddled with a 
considerable dead-weight of obsolescent tonnage. Owing to the 
number of large ships built during the war, the proportion of 
comparatively new tonnage—8 years and under—was about the 
same as in 1913; but at the other end of the scale, nearly 19 per 
cent. of the ocean-going tonnage was over 18 years old, as against 
124 per cent. before the war.® 

Working on the figures for December 1919, when the bulk of 
the war programme was completed, Sir Wescott Abel, chief Ship 
Surveyor to Lloyd’s Register, has calculated that the average age 
of steam and motor vessels at that date was about 24 years greater 
than in 1913; but owing to the trend of war construction, the 
cargo ships of 5,000 tons gross and upwards were slightly younger 
than before the war. If the comparison is confined to the more. 
efficient portion of the fleet—ships of 13 years old and under—the 
average age of the ships is only slightly greater, and that of the 
tonnage is slightly less, than in 1913. Sir Wescott Abel concludes 
that the average efficiency of the Mercantile Marine, from the 
point of view of age, may be regarded as unchanged, though the 
exclusion of tanker tonnage would make the comparison rather 


1 By the Merchant Shipping (Wireless Telegraphy) Act, 1919, the installation of 
wireless was made permanently compulsory in all seagoing vessels of 1,600 tons and up. 
This provision was not challenged by the shipowners; but they complained bitterly 
of the additional expense involved in the carriage of operators on the smaller cargo- 
ships, holding that the inclusion in the crew of men with no permanent occupation was 
demoralizing, and that all requirements could have been met by giving navigating 
officers sufficient knowledge of wireless to answer an ‘S.0.S.’ call and by devising an 
automatic alarm call. See Chamber of Shipping Reports, 1919-20, pp. 34, 228-30 ; 
1920-1, pp. 95-7 ; 1921-2, pp. 45-7. 

2 See p. 393, post. 

3 Appendix, Table 6. 


IMPAIRED EFFICIENCY B27 


less favourable. So far as concerns the total carrying-capacity 
of the fleet, this argument is sound; but it does not affect the 
disadvantage, from the financial point of view, of the large increase 
in the number of really old ships. 
Further, a large proportion of the tonnage was in very bad 
repair. The wear and tear of the war years had been abnormally 
heavy. During the later stages of the war great efforts had been 
made by the Transport Authorities to use requisitioned vessels 
for services to which they were suited—not, for instance, to send 
to the White Sea ships of insufficient strength to stand ice risks— 
but it was not always possible, when tonnage was short, to allow 
full weight to such considerations. The Atlantic Concentration, 
too, had led to many liners being diverted to the Atlantic which 
were ill-suited to work there during heavy weather. So far as 
possible, these ships were returned, during the winter months, to 
their accustomed trades ; but the working of the Liner Requisition 
Scheme was responsible for a considerable crop of minor casualties. 

For vesels, more particularly colliers, in attendance on the 
Fleet, the wear and tear was exceptionally heavy, and during the 
later stages of the war there were many complaints of the damage 
caused to requisitioned ships, especially at French ports, by the 
use of unskilled labour in the work of loading and discharge. The 
inferior coal that had, at times, to be used for bunkers, and the 
withdrawal of the most experienced officers, seamen, and firemen 
for naval and transport work, were other factors tending to 
deterioration. 

On the other hand, the task of dealing with war casualties, 
naval and mercantile, strained to their utmost capacity the 
facilities for dry-docking and repairs, and the extreme pressure 
on the available tonnage led to every day off service being grudged. 
Thus, while the number of minor casualties and the severity of 
wear and tear continually increased, there was an increasing 
tendency for small repairs and periodical refits to be postponed to 
the immediate necessities of the moment, and at the end of the 
war a large proportion of the ocean-going ships stood badly in 
need of overhaul. As facilities became available and the extreme 


1 ‘The Merchant Navies of Yesterday and To-day’, in Manchester Guardian 
Commercial, ‘ Reconstruction in Europe, Section Two’. 
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urgency of the Government services diminished, these delayed 
repairs were gradually made good, and by February 1919 nearly 
12 per cent. of the available ocean-going tonnage was in the 
repairers’ hands ; but owing to the enormous increase in the cost 
of repairs, there was still a tendency to postpone them whenever 
possible. 

In this analysis no account has been taken of sailing vessels. 
For many years before the war the sailing tonnage under the 
British flag had been dwindling rapidly. Few new ships had been 
built for the ocean trades, and the survivors of those splendid 
clippers that once formed the glory of the Mercantile Marine had 
mostly passed under other flags. Under those flags some of them 
now came to an honourable end. It was under Norwegian colours 
that the old wool clipper, Collingwood, was sunk by a submarine 
in March 1917. 

The war, however, brought to the sailing trade a transient 
gleam of recovery. In its early stages, when the shortage of 
steamers first became manifest, there arose a strong demand for 
sailing tonnage, particularly on the Pacific coast of America, 
where shippers of lumber, grain, and nitrates were prepared to pay 
very high freights.2. In the summer of 1915, the Corporation of 
Lloyds, in a memorandum on the protection of the traffic, gave 
a list of no fewer than 138 large sailing vessels homeward bound 
from American ports, many of them with very valuable cargoes. _ 

In this emergency, several famous old ships that had raced 
home with the Australian wool fleet in the last great days of sail, 
emerged from their enforced retirement into remunerative employ- 
ment. There were probably few who recognized in the Portuguese 
Pero @ Alemguer, posted as ‘ missing’ in 1916, the fine old clipper 
Thomas Stephens, long a hulk in the Tagus. The beautiful 
Port Jackson was reconverted from a cadet ship to a trader, and 
torpedoed in the Channel in 1916. The Loch Ryan, bought by the 
Victorian Government as a training ship, was sent to sea once more, 
and wrecked in the Pacific. The Antiope, built in 1866, was 
serving as a coal-hulk in a New Zealand harbour when the war 
broke out. Re-rigged, and restored to something of her former | 


1 Basil Lubbock, The Colonial Clippers, p. 230. 
® Lloyd’s List, 17 February 1915, Report of Annual Meeting of Clyde Sailing Ship 
Owners’ Association, 10 April 1915 (Seattle Report of 18 March). 
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beauty, she proved capable of making good passages and earning 
good freights.1 
The sailing traffic was, however, peculiarly vulnerable to 
attack, and when the submarine campaign had developed its 
‘maximum intensity, it became impossible to use the ‘ wind- 
jammer’ in the ocean trade of the United Kingdom. In the 
Pacific, where, save for the occasional incursion of a raider such as 
the Seeadler, no enemy was to be met, she could still carry on; and 
during the later stages of the war, the larger British sailing vessels 
were directed, by the licensing system, into the Australian wheat 
trade, the cargoes being brought round the Horn to United States 
Atlantic ports, there to be transhipped into steamers for Europe. 
In the summer of 1918, when submarines made their appearance 
off the American coast, the traffic was diverted to San Francisco. 
Other vessels were employed in the carriage of coal from New- 
castle, N.S.W., to South America, or from South African to South 
American or Indian ports. In Home Waters, a great number of 
the smaller sailing vessels were shepherded into the French coal 
trade, where they could be run in convoy, and their ability to use 
the smaller ports for loading and discharge gave them a real value. 
Yet, though sailing vessels played an honourable part in the 
war, its effect was to accelerate their disappearance from the ocean 
tracks. ‘The losses were heavy, and the ships lost were not replaced. 
By 31st December 1918, the aggregate tonnage of sailing vessels 
of 500 tons net and upwards on the Register of the United Kingdom 
had sunk to little over one-half what it was in 1913, and there were 
now only 68 of 1,000 tons and up, as against 163 before the war. 
The sailing tonnage on Dominion and Colonial Register, on the 
other hand, showed but a slight reduction either in total tonnage 
or in the number of large vessels. In steam tonnage the Dominions 
had more than maintained their position. Many big German 
steamers had been seized and condemned in oversea ports, and the 
shipyards, particularly in Canada, had been abnormally busy. 
The total net additions amounted to some 170,000 tons, mostly 
ocean-going ships. 
This, however, was but a very small offset to the great decrease 


1 Lubbock, op. cit., pp. 207-8, 219, 284, 323; E. Keble Chatterton, Seamen All, 
Dalla 
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in tonnage on United Kingdom Register. Nor was it only in 
actual tonnage that the position of British shipping had deterio- 
rated ; its relative strength had also declined. In June 1914, the 
shipping of the United Kingdom alone comprised nearly 44 per 
cent. of the world’s steam tonnage; for the British Empire the 
proportion was 474 per cent. By June 1919 these percentages had 
sunk respectively to 36 and 39.. The main reason for this com- 
parative decline lay, of course, in the immense war programme 
undertaken by the United States, a large part of which still 
remained to be fulfilled; but Japan had increased her tonnage by 
more than 50 per cent., and though the European Allies and 
neutrals had suffered heavily in the war, some of them, notably 
France and Holland, were able to make good their losses more 
quickly than the United Kingdom. Of the American Emergency 
fleet, a large proportion, especially the wooden steamers laid down 
in large numbers during 1917, was of doubtful value for peace 
purposes; but the efficiency of Dutch and Japanese competition 
was increased by the large proportion of fine new steamers in 
the fleets. 

Apart from labour or financial difficulties, there was no reason 
why the war losses of British tonnage should not speedily be made 
good. The utility of the National Shipyards was a matter of 
controversy ; but about 300 schemes of extension and develop- 
ment at private yards had been put in hand during 1917 and 1918." 
By the cessation of hostilities, 32 new slips had been completed, 
and 48 more were in course of construction ; the lengthening of 
19 existing slips had been put in hand, and 11 of these had been 
completed. Pneumatic riveting installations and other improve- 
ments in plant increased the capacity of the yards. Thus, when 
once the slips were free of Admiralty orders, there was every 
reason to anticipate an output largely in excess of the 1913 record. 

The one doubtful question was whether British shipowners 
would be able, or inclined, to take advantage of these increased 
facilities. The price of a new, ready cargo steamer of 7,500 dead- 
weight tons had risen by January 1919 to £169,000, as compared 
with £42,500 in June 1914, and the cost of liner construction had 
increased in still greater proportions. Replacement costs were now 


* Two-thirds of these schemes received the grant referred to in Chapter XV. 
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largely in excess of the values recoverable on ships sunk during 
the war; operating costs had doubled or trebled, and in view of 
the heavy taxation levied on the earnings of the ships, the possi- 
bility of continued freight restrictions, and the prospect of 
intensified foreign competition, owners might well hesitate before 
placing orders. 

More serious, perhaps, than the reduction of tonnage was the 
dislocation caused by the war in every department of the industry. 
During the later stages of the war the tramp trade, in the ordinary 
meaning of the term, had been practically wiped out. The crowd 
of freighters, seeking cargoes wherever they might be found, which 
had been so familiar a sight in every port at home and abroad, and 
which had given to British shipping its wonderful elasticity and 
capacity for adjustment, had been drawn into the narrow channels 
of employment dictated by war emergencies. Many ships had 
been bought or chartered by liner companies unable otherwise 
to maintain their services.. The remainder were utilized, under 
requisition or direction, for naval and military purposes, or for 
maintaining a few essential British and Allied imports. Many 
tramp owners had taken advantage of the great boom of 1915-16 
to sell out and retire from business, and had been succeeded, in 
part, by speculators with little experience of the trade. Many 
others had lost their ships and had been unable to replace them. 
Those who remained in business had been reduced to the position 
of managers under the Ministry of Shipping, ignorant, often, of 
the whereabouts and commitments of their vessels. 

The liner companies had been still more seriously hit. Though 
their branch and agency organizations had been preserved under 
the Liner Requisition Scheme, the majority of services outside 
the North Atlantic had either been stopped or reduced to a mere 
skeleton, and even the services that remained had been subject 
to a large amount of interference ; the number of loading ports 
abroad had been reduced to a minimum, intermediate stoppages 
had been cut out wherever possible. Thus, although the machinery 
of their trade had been kept afoot, a serious blow had been struck 
at the goodwill and business connexions from which their traffic 
was derived. 

Both liners and tramps were faced with the prospect of 


332 BRITISH SHIPPING AT THE ARMISTICE 


intensified foreign competition. Deprived of the assistance of 
British shipping, neutral countries had been obliged to devote 
more attention to the cultivation of their own resources. The 
profits of neutral shipowners had been enormous. Owing to their 
freedom from requisition, and, in the earlier stages of the war, to 
their comparative immunity, neutral steamers had always been 
able to command higher freights than British, and these freights 
had been earned by the entire fleets, not merely by those vessels 
which happened to escape requisition. During the later stages of 
the war much neutral tonnage had been laid up; but a large 
proportion of the ships had found safe and lucrative employment 
in the Pacific, in Eastern, or in American waters, and the vessels 
requisitioned or time-chartered for Allied service had received 
rates far above those paid to British requisitioned ships. A large 
part of these profits had been exempted from war taxation on 
condition of investment in new tonnage, and while Norwegian 
shipowners, in particular, had placed large orders abroad, both the 
Scandinavian countries and Holland had largely increased their 
capacity for construction at home. Thus everything pointed to 
a rapid increase in the fleets of the minor shipowning Powers, and 
to a decrease in the orders placed by foreign owners with British 
shipyards. 

Moreover, the withdrawal of British shipping from the 
trade between foreign ports, and from the longer routes, had 
given foreign shipowners, more particularly the American and 
Japanese, an opportunity of which they were not slow to take 
advantage. The trade of India and the Far East had passed, in 
great measure, into the hands of Japan; American lines had 
replaced British in the traffic between North and South America ; 
both American and Japanese companies had developed new 
Trans-Pacific services. In all, some twenty-five new fixed services 
had been started by foreign owners in replacement of British 
services suspended by the war. 

The British shipping industry had thus to regain, if possible, 
ground lost during the war, in face of an intensified competition 
before which it might not be easy even to hold its own. It 


Sidney Brooks, ‘ The Problem of British Shipping ’, in Nineteenth Century, Decem- 
ber 1918, vol. Ixxxiv, at pp. 1125-6. 
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had to do this with a fleet much older, on the average, than 
those of its nearest rivals—the American and Japanese— 
which represented, to a great extent, the result of war construc- 
tion, and it was no longer backed by the same supremacy in 

shipbuilding as before the war. Further, one of its main assets 
in international competition—the long-distance coal-export trade 
—had been temporarily destroyed. It was the outwards coal 
cargoes that, before the war, had given so great an advantage to 
British tramps in quoting homeward freights for the great seasonal 
bulk cargoes. During the war, owing to the shortage of tonnage 
and the necessity of supplying first the needs of the Allies, the coal 
exports to more distant countries, especially to South America, 
had been cut down to but a small fraction of their normal volume, 
and these countries had become accustomed to draw their supplies 
from America and elsewhere. Moreover, the war had left the 
coal-mining industry itself in an extremely precarious situation ; 
the output had fallen ; prices were abnormally high, and labour 
was discontented. Even if the foreign demand should again 
become effective, it was doubtful whether the export trade could 
be recaptured. 

One gain was to be set off against all the loss and dislocation 
caused by the war. Not only had the economic position of the 
merchant seamen been substantially improved, the co-operation 
of employers and employed in the national service and the new 
machinery created for the settlement of manning problems had 
brought about a new spirit of mutual confidence within the 
industry. The outbreak of the war had found the Shipping 
Federation and the Unions in an attitude of latent hostility that 
wanted but a spark to break out into renewed conflict. The end 
of the war saw them closely associated for purposes of constructive 
co-operation. How deeply the new spirit had taken root was seen 
in the troublous years that followed the cessation of hostilities. 
The course of no industry was marked, during those years, by 
more violent fluctuations of prosperity; yet shipping, almost 
alone among the great industries of the country, remained through- 
out free from the handicap of internal strife. 


CHAPTER XXII 
POST-BELLUM POLICY—DOMESTIC 


As the end of the war approached, bringing with it the prospect 
of a return to normal commercial conditions, it became imperative 
for the Government to define its future policy with regard to the 
Mercantile Marine. Not only were all ships and shipyards under 
Government control, but a big State-owned fleet had been built up. 
Including prizes, standard steamers, and ships purchased at home 
and abroad, some 400 vessels were, in November 1918, registered 
in the name of the Controller or the Admiralty ; four-fifths of the 
tonnage under construction was for Government account, and 
large sums of public money were invested in the National Ship- 
yards. It was an open secret that the nationalization of shipping 
had been seriously discussed in 1917, and though that project 
was now believed to have been dropped, there had always been 
some ambiguity in the Government’s attitude towards the future 
of the industry. Before shipowners could settle down with any 
confidence to the preparation for a resumption of their normal 
activities, it was necessary to know definitely how the Government 
stood with regard not only to nationalization but also to State 
participation in the business of building and running ships, and 
the release from control of privately-owned shipping. 

Apart from arguments common to the whole case for State 
socialism and pointed by reference to the profits made by ship- 
owners during the earlier stages of the war, the advocates of 
nationalization urged that State ownership was the only effective 
means of meeting the new conditions which had arisen in the 
industry, more particularly the appearance of the United States 
Shipping Board, with its huge fleet of standardized and fabricated 
ships. The future, it was said, would rest with large fleets of 
simple, standardized vessels, equipped with every labour-saving 
device and manned by highly-paid crews, and only State owner- 
ship could ensure these conditions or supply the centralized 
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organization which, rather than individual initiative, had become 
the essential of effective competition.* 

The case, however, was argued on political and military, as 
well as on economic grounds. A nationalized Mercantile Marine 
‘was advocated as an instrument of Imperial development, the 
operations of which could be made subservient to political aims in 
a way impossible so long as the industry was run purely on 
commercial lines. With regard to defence, it was boldly asserted 
that private enterprise must have been responsible for a large 
proportion of the loss of ships and lives during the war, through 
espionage arising from the employment of cheap alien and Asiatic 
labour. Further, it was argued that the experience of the last 
four years showed the necessity of adapting the design of merchant- 
men to the requirements of war in a way that no private industry 
would stand. 

In addition to the out-and-out advocates of nationalization, 
there were others who were willing to leave the ships in private 
hands, but urged that the Mercantile Marine should be reorgan- 
ized throughout as a branch of the Royal Navy, on lines which 
would give the Admiralty complete control over the manning of 
the ships, and the pay and training of the officers and seamen, 
with a special view to their efficiency for war purposes.” In fact, 
while there can be no doubt as to the honesty of purpose with which 
the economic arguments for State ownership were put forward, the 
whole discussion of schemes of nationalization or quasi-nationaliza- 
tion, during and immediately after the war, was marked by a 
strong emphasis on war rather than peace requirements as the 
ultimate criterion of shipping policy. As we shall see in discussing 
other aspects of that policy, many minds were still dominated by 
the war atmosphere, and had shipping been nationalized in 1918 
or 1919, it would have been largely in the interests of preparation 
for a future conflict, of an aggressive Imperialism, and of a con- 
ception of commercial competition which carried the principles 
of war into the domain of peace. 


1 “Tf petty private shipowners here, handling little fleets of ships, imagine for a 
moment that they can withstand the State-organized competition of the United States, 
they are making a blunder which is a good deal more than a matter affecting themselves 
alone.’ Sir Leo Chiozza Money in The Herald, 4 January 1919. 

2 See Cope Cornford, ‘ The Imperial Transport Service,’ in National Review, August 
1917, vol. lxix, pp. 752-62. 
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Long before the cessation of hostilities, the question of 
nationalization had been practically decided. If the Government 
had played for a moment with that idea, it was with the object 
of quieting the discontent arising from the revelations as to ship- 
owners’ profits, and other methods of restricting those profits had 
been found. Whatever its chances as a war emergency measure, 
an attempt to introduce nationalization when peace was already 
in sight would unquestionably have split the Coalition from top 
to bottom. Even the Labour Party, recognizing the immense 
difficulties of the task, were believed to.be lukewarm in its support, 
and the one section of Labour directly affected was definitely 
opposed to the project." The war had brought to the seamen a 
substantial improvement in their economic position; they had 
established satisfactory and friendly relations with their employers, 
and they had a rooted distrust of Government officials, which had 
been intensified by the prolonged struggle over the introduction 
of naval discipline on transports and by other incidents of the 
manning controversies. ‘The strength of their objection was 
clearly shown a year or two after the war, when nationalization 
was again put forward as an item of the Labour programme, and 
the National Seamen and Firemen’s Union took a ballot on the 
question. The Executive refrained from making any recom- 
mendation, contenting themselves with circulating the principal 
arguments used by speakers for and against the proposal; but 
the result was a majority against nationalization of 16,158 
to 5,097." 

As an alternative to out-and-out nationalization of the 
industry, it was suggested that, while releasing to their owners the 
vessels that had been requisitioned, the State should retain in its 
own hands the ships built or building on Government account, and 
run them in competition with the private interests. In this way 
a nucleus would be provided on which a State Mercantile Marine 
could be built up in any emergency of war or peace, and in the 
meantime the vessels could be employed for fostering inter- 
Imperial trade, or for checking any tendency to profiteering by 
private owners. This course was actually adopted by the 


u » Hopkins, op. cit., p. 8 
* Figures from Cee of Shipping, Annual Report, 1920-21, p. 21. 
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Australian Government, who had established the Australian Com- 
monwealth Line during the war; and the Canadian Government 
also decided, early in 1918, on an extensive building programme 
for the purpose of creating, after the war, a series of State services. 
‘France also proposed to retain in the hands of the State ships 
acquired during the war or to be subsequently acquired under war 
agreements, and the United States, when releasing requisitioned 
shipping, left the Emergency Fleet, temporarily at least, under the 
management of the Shipping Board.! 

This. proposition also the Government turned down. The 
conditions, in truth, were very different from those prevailing in 
Australia, Canada, or America. Australian and Canadian Shipping, 
before the war, was mainly employed in local traffic; and in the 
United States, the Emergency Fleet greatly exceeded, in numbers 
and tonnage, the privately-owned shipping. Whether the 
Australian, Canadian, and American Governments were wise or 
unwise in their decision, the problem they had to solve differed 
widely from that presented by a British State-owned fleet, which 
must run in competition with a privately-owned Mercantile Marine 
already well-established on every trade route, and deriving its 
strength from unfettered participation in the general carrying 
trade of the world. The circumstances of the war were too 
abnormal for its experience to be decisive, either way, as to the 
possibility of effective State management of shipping; that 
experience did, however, suggest very strongly that it must be all 
or nothing; that private trading, actuated solely by economic 
motives, and State trading, liable to be deflected by political 
considerations, could not, at any rate in the shipping industry, 
exist side by side. . 

Whatever anxiety shipowners may at one time have felt on 
the subject of nationalization had, to a great extent, been dispelled 
by the cordial relations created between the industry and the 


1 All these State fleets, having been acquired at war prices, were heavily hit by the 
post-bellum slump. The French fleet was eventually liquidated, at very heavy loss, 
and both the Canadian and Australian Governments have disposed of a number of their 
ships. The Canadian services were run, from the first, by an independent corporation— 
the Canadian Government Merchant Marine Ltd.—for Government account. The 
Australian Commonwealth Line was at first under direct Government control; but has 
since been transferred to independent management, and Government shipbuilding has 
been discontinued. The American Shipping Board has been unable to rid itself of its 
responsibilities, owing to the great fall in values and the losses of operation. 

1569-59 Z 
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Ministry of Shipping ; but the Government’s intention with regard 
to the disposal of the State-owned ships and yards was far from 
clear, and the approach to peace brought with it a crop of dis- 
quieting rumours to the effect that they had decided on buying 
out some of the largest steamship companies for the purpose of 
adding to the State fleet. These rumours were partially contra- 
dicted by the announcement, on 23rd October, that the Ministry 
of Shipping were prepared to consider tenders, by owners who had 
lost ships through enemy action, for the purchase of a limited 
number of standard steamers ; but the general uncertainty as to 
the Government’s intentions was seriously hampering the prepara- 
tions for a return to normal conditions, and on 28th October, 
Mr. R. P. Houston raised the question in the House of Commons, 
with the object of obtaining some definite statement as to the 
Government’s policy. In reply Mr. Bonar Law, Chancellor of the 
Exchequer and Leader of the House, stated categorically that 
nationalization was not contemplated by the Government, and 
that the rumours as to their intended purchases had no foundation.! 
There remained the question of continuing, at any rate during 
the period of transition from war to peace, the existing control of 
private shipping. The owners, naturally, were eager to regain 
control of their ships and re-establish normal relations with 
shippers. On the other hand, it was unquestionable that a large 
amount of tonnage would be required for the purpose of repatriat- 
ing the armies, and it was probable that some time would elapse, 
after the cessation of hostilities, before the commitments of the 
various buying departments could be wholly liquidated. More- 
over, the arguments that had been held to justify, during the war, 
Government control of freights, cargoes, and prices, might be 
urged, with almost equal force, in respect of conditions so abnormal 
as would mark, inevitably, the aftermath of the great upheaval. 
Some of the arguments used in favour of retaining control 
showed how little knowledge as to the facts of the industry had 
been extended during the war. The influence of freights on prices 
was still grotesquely exaggerated, and it was seriously suggested 
that the demand for rubber might affect appreciably the supply of 


1 Daily News, 18 October 1918 ; Shipping World, 23 October ; The Times, 23 Octo- 
ber ; Hansard, 28 October. 
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food-stuffs.1_ Even those most hostile to State interference recog- 
nized, however, that the chaotic condition of the exchanges, the 
wide inequalities of purchasing power, and the actual shortage of 
_ supplies and tonnage might render necessary some international 
supervision of the course of trade. 

On the other hand, there were strong reasons for restoring to 
the owners, as quickly as possible, complete liberty of action. 
The effects of the war had seriously threatened the supremacy of 
the British Mercantile Marine. Not only had British tonnage 
diminished while American and Japanese had increased, but the 
goodwill and trade connexions of British shipping had been ruth- 
lessly sacrificed, and a large part of the general carrying trade had 
been abandoned to rivals whose accumulated reserves placed them 
in a peculiarly favourable position for post bellum competition. 
That competition would be particularly serious during the period of 
transition, for, as was pointed out in the final report of a Depart- 
mental Committee on Shipping and Shipbuilding after the War, 
appointed by the Board of Trade in 1916, ‘Commercial and 
maritime influence will be in a state of fluidity ; and that country 
will emerge strongest from the reconstruction period which has 
been able to make the deepest impress on trade conditions not yet 
crystalized.’ For these reasons the Committee urged that the 
release of privately-owned vessels should take place as soon as the 
war came to an end; that State-owned ships should, so far as 
possible, be substituted for private vessels in the work of de- 
mobilization, and should be sold as soon as they ceased to be 
required for Government services arising out of the war ; and that 
private ships still required for Government purposes of any kind 
should be chartered at market rates, or agreed rates based on 
market conditions.2 It was not denied that, during the period of 
reconstruction, it might be necessary to ensure priority of trans- 
port for commodities of primary importance; but this, it was 
suggested, could be secured by devising means, ‘ by taxation or 
otherwise, whereby competition for freight space, for raw mate- 
rials and for labour will be confined to essential or productive 
industries.’ ® 


1 Shipping after the War,’ in The Athenaeum, September 1918. In 1913 the 
imports of rubber amounted to 70,000, of wheat and flour to 6,150,000 tons. 
2 Cd. 9092, p. 63, pars. 73 and 75. 3 [bid., p. 120, par. 360. 
Z2 
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A resolution in very similar terms was passed, on 30th October, 
by the Liverpool Steam Ship Owners’ Association,! and the 
majority of the leading owners were prepared to accept the con- 
tinuance of import restrictions and of the ship licensing system as 
necessary during the period of transition. What they desired was 
to be put in a position to re-establish their services by the release 
of their vessels from requisition, the removal of restrictions on 
shipbuilding, and the abolition of freight restrictions from which 
their foreign competitors were exempt. 

The first clear statement of the Government’s intentions came 
on 12th November, the day after the Armistice was signed, when 
the Shipping Controller published an announcement to the effect 
that 
‘It is not contemplated that the control of merchant shipping should 
continue for any longer period than is necessary to provide for the extra- 
ordinary conditions arising out of the war. It is the intention that privately- 
owned ships now under requisition should be released from control as soon 
as the tonnage available is considered clearly sufficient to provide reason- 
ably for such essential shipping services as may be necessary in the 
national interest.’ 2 
We shall see in a later chapter how these provisos were interpreted. 

Two days later, on 14th November, the Controller announced 
that owners might make arrangements to resume private ship- 
building as and when berths became vacant, on the understanding 
that there must be no interference with the execution of Govern- 
ment contracts, and that all ships laid down must be of a type 
approved by the Ministry of Shipping. For these reasons, a 
certificate must be applied for, before any order could be executed.? 

The entire control of shipbuilding and ship repairs was now 
handed back from the Admiralty to the Controller, a step which 
was generally regarded as a preliminary to the winding-up of the 
Government’s shipbuilding commitments, including those con- 
nected with the National Shipyards. The sale of standard ships 
to private owners was also put in hand, and several were actually 


* Annual Report for 1918, p. 45. The resolution ran: ‘That during the period of 
Reconstruction competition for freight space in the Shipping Tonnage of the World 
be restricted, by prohibition, taxation or otherwise, to the essential oversea requirements 
of the World, and more particularly for food and raw materials; but that within these 
restrictions the markets of the World be open to private enterprise in regard to both 
the cargoes to be carried, and the shipping tonnage to be employed.’ 

2 The Times, 12 November 1918. 3 The Times, 14 November 1918. 
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sold during the first few weeks after the signing of the armistice, 
though the demand for their employment in Government service 
prevented any very large transfers of tonnage. The whole 
_ principle of State-ownership and construction was thus abandoned, 

and on 18th November Sir Leo Chiozza Money, who had been the 
leading advocate of nationalization, resigned his post. He was 
succeeded as Parliamentary Secretary to the Ministry of Shipping 
and Chairman of the National Maritime Board by Colonel Leslie 
Wilson, C.M.G. 

The question of shipbuilding after the war had already (in 
March 1918) been discussed by the Controller with the shipowners,” 
and both he and Lord Pirrie, the Controller General of Merchant 
Shipbuilding, were anxious to facilitate, in every possible way, the 
restoration of the fleets. With this object Lord Pirrie issued, on 
8th January 1919, less than two months after the cessation of 
hostilities, a circular letter intimating that owners were now free 
to negotiate direct with the shipbuilding and ship-repairing firms 
in such ports as they had hitherto been accustomed to use, or 
where repairs might most conveniently be effected.? He retained, 
however, his general powers of supervision. 

The retention of these powers was required chiefly in connexion 
with the regulation of shipbuilding on foreign account. The 
majority of shipowners themselves were anxious that the prohibi- 
tion of building for foreigners should be continued for a period of 
from two to seven years after the cessation of hostilities, as they 
feared that neutral owners, with their large accumulated reserves, 
would be in a position to outbid them, and that the restoration 
of the British Mercantile Marine might be hampered by the 
execution of large-foreign orders. Shipbuilders, on the other hand, 
while expressing their willingness to accord British owners a 
voluntary preference, were generally opposed to the continuance 
of restrictions. In their view the only result of any general 
prohibition would be to encourage the expansion of foreign yards, 

1 Sir Leo Chiozza Money’s resignation was dictated not merely by the rejection of 
the nationalization of shipping but by political differences with the Government. These 
differences, however, hinged mainly on his belief in a ‘ co-operative Commonwealth ’ 
as the only salvation of the country in the conditions left by the war. See his statement 
in Hansard of 18 November. 


2 Liverpool Steam Ship Owners’ Association, Annual Report for 1918, p. 50. 
3 Chamber of Shipping, Annual Report, 1918-19, pp. 34, 57. 
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thus depriving the industry permanently of a source of revenue 
that assisted to keep British yards going when the home demand 
was slack, and facilitated economical production by increasing 
the total turnover. The Departmental Committee, after hearing 
evidence from both owners and builders, reported that, in their 
opinion, the home demand would be sufficiently strong, once the 
control of shipping was removed, to prevent any undue proportion 
of the slips being occupied by foreign orders, and that the restric- 
tions should be removed as soon as possible in the general interests 
of British shipbuilding. They agreed, however, that some super- 
vision would be necessary during the period of decontrol.1 

The necessity for such supervision was, in fact, due in part to 
undertakings with regard to post-bellum construction entered into 
by the Government themselves. It was a term of the tonnage 
agreement with Norway in 1917 that 260,000 tons might be laid 
down to Norwegian orders during each of the three years immedi- 
ately following the war, to assist in making good the heavy losses 
suffered by Norwegian shipping in the service of the Allies. 
Facilities for the construction of new tonnage had also been pro- 
mised, on a large scale, to France and Italy. The commitments to 
Norway were to be satisfied in part by permitting the fulfilment 
of contracts placed, subject to Government sanction, during the 
war itself. 

Closely connected with the question of shipbuilding was that 
of the sale of second-hand tonnage. By the British Ships (Transfer 
Restriction) Acts, it was provided that no transfer to a foreign flag 
could take place without a licence for a period of three years after 
the war. The shipowners, having regard to the wastage suffered 
by the British Mercantile Marine, proposed that this period should 
be extended to five years. The Departmental Committee, without 
recommending the repeal of the Acts, considered that when the 
bulk of requisitioned tonnage had been released, it would be 
desirable to relax considerably the stringency of the licensing 
system, and permit owners to dispose of their older vessels, with 
the object of replacing them with more efficient tonnage. This 
view was, to some extent, accepted by the Controller, who inti- 
mated on 4th January 1919 that, while the existing restrictions 


1 Cd. 9092, pp. 66-8, pars. 92-105. 
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would be maintained, he would be prepared to consider on its 
merits any sale of a vessel over fifteen years old, provided an 
adequate guarantee was given that the sale price would be 
promptly invested in new tonnage.! 

It had thus been definitely decided to continue, in a modified 
form, the control of both shipping and shipbuilding during the 
period of transition. There were not wanting suggestions for 
a more permanent control, particularly in respect of freights in the 
ocean trades. A general policy of freight-fixing was obviously 
impossible without the practical elimination of private enterprise 
in foreign trade, since it must inevitably lead, as the experience 
of the war had shown, to control of the ships themselves and of the 
cargoes to be carried.2. There remained, however, three more 
definite proposals that required separate consideration. 

At the Paris Economic Conference of June 1916 a resolution 
had been passed that : 

“In order to permit the interchange of their products, the Allies under- 
take to adopt measures for facilitating their mutual trade relations both 
by the establishment of direct and rapid land and sea transport services 


at low rates, and by the extension and improvement of postal, telegraphic, 
and other communications.’ 


So far as sea transport was concerned, the fulfilment of this 
resolution, which was based on the conception of an economic 
offensive after the war, could only be ensured, in the absence of an 
adequate commercial demand, by State-owned services, or by the 
payment of subsidies to enable private services to be carried on 
at uneconomic rates. There was very little evidence that the 
existing shipping facilities were inadequate for the carriage of 
inter-Allied trade, and except from the point of view of a ° war 
after the war’, little object in fostering those services artificially 
at the expense of others. Both the shipowners themselves and 
the Departmental Committee were opposed, in principle, to all 
interference with the natural course of trade, and the proposal was 
ultimately allowed to drop.° 


1 Chamber of Shipping of the United Kingdom and Liverpool Steam Ship Owners’ 
Association : Report of the Committee appointed to advise as to the measures requisite for 
the maintenance of the British Mercantile Marine (hereafter cited as Joint. Committee’s 
Report), p. xxiv, par. 130; Cd. 9092, p. 68, pars. 106-9 ; Chamber of Shipping, Annual 
Report, 1918-19, p. 79. 2 See Cd. 9092, p. 120 pars. 359-61. 

3 Cd. 9092, p. 117, pars. 341-2 ; Joint Committee's Regort, p. xix, pars. 103-8. 
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A somewhat similar proposal with regard to inter-Imperial 
trade was made by the Dominions Royal Commission. In 
recommending the establishment of a series of subsidized Imperial 
mail services and a considerable expenditure on the development 
of Imperial harbours, to enable them to accommodate the largest 
vessels, the Commission suggested that such subsidies should be 
conditional on some degree of State control over the freights— 
a proposal based on the grievances alleged by Dominion shippers 
against the Conference lines.1_ British shippers also had their 
grievances against the Conferences, more particularly in respect 
of the fact that lower rates were sometimes quoted from Conti- 
nental than from British ports, and the Association of Chambers 
of Commerce of the United Kingdom proposed, in 1917, 
the prohibition of this practice, and the imposition of legal 
restrictions on Conference agreements between British and foreign 
lines. The Chamber of Shipping thereupon suggested to the 
Association a conference for joint examination of the alleged 
grievances, an invitation which was not accepted.” 

To the proposal for Imperial mail subsidies, the Departmental 
Committee objected both on principle and on grounds of immediate 
expediency. As a general principle they considered that mail 
subventions should be confined to fair payment for the actual 
work performed, and that exclusive contracts should, as far as 
possible, be avoided, the mails being forwarded by any suitable 
steamer. They added that the primary consideration after the war 
should be the restoration of the ordinary cargo and intermediate 
services, and that this end would not be served by fostering 
artificially a number of specialized mail services, working on 
uneconomic lines. In the same way, while they agreed that 
any expenditure on constructional schemes, with a view to 
providing employment, might most usefully be directed to the 
improvement of ports and harbours, they considered that priority 
should be given to the provision of better facilities for general 
trade.? 


1 Final Report of Dominions Royal Commission, pars. 526-63. 
> The Times, 10 October 1917; Chamber of Shipping, Annual Report, 1917-18, 
. 45-6. 
_ * Cd. 9092, pp. 116-17, pars. 335-40 ; pp. 118-19, pars. 349-51. These recommenda- 
tions were endorsed by the Imperial Shipping Committee in 1920. 
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With regard to the complaints of British shippers, the Commit- 
tee held that the anomalies complained of were, to a great extent, 
forced on British shipowners by the unfair competition of German 
lines, and that so far as this competition was not removed by 
“measures to be referred to in the next chapter, the evil could best 
be remedied through a stronger organization of British shipping 
itself. They considered that the Conference system was an 
inevitable corollary of existing economic conditions, and that the 
international ramifications of the industry rendered it impossible 
to impose legal restrictions on Conference agreements with foreign 
lines ; but they suggested that the companies might be compelled 
to file full particulars of all such agreements.!. As to the more 
general question of complaints by shippers of anomalous and unfair 
freights, or oppressive restrictions imposed by the Conferences, 
they suggested that the only sure safeguard would be found in the 
growth of strong trade associations among the shippers themselves 
capable of meeting the Conferences on equal terms, and in genuine 
co-operation between such associations and the Conferences. Both 
the Dominions Royal Commission and the earlier Royal Com- 
mission on Shipping Rings had, however, proposed, in somewhat 
different terms, the creation of a Board of Investigation into 
complaints by shippers. This proposal the Committee heartily 
supported, with the proviso that the functions of the Board should 
be confined to investigation and conciliation, but that it should 
be empowered to publish its findings, and should be sufficiently 
representative both of trade and shipping to give weight to its 
recommendations.?. Although not adopted in the letter, the spirit 
of this proposal was, to a great extent, embodied after the war in 
the creation of the Imperial Shipping Committee, and the growth 
of closer association between traders and shipowners on both 
a national and an international basis. 

There remain to be mentioned two or three items of post-bellum 
regulation which were based ostensibly on the experience of the 
war, and aimed at providing greater security in a future conflict. 
One proposal which received strong support in many quarters, 
was for the prohibition, or at least the restriction of the employ- 


1 Cd. 9092, pp. 102-5, pars. 263-75 ; p. 116, par. 334. 
2 Ibid., pp. 120-1, pars. 359-62. 
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ment of aliens on British ships. This, naturally, met with 
sympathy in Labour circles, as a measure of protection for British 
seamen ; but the agitation in its favour derived its main strength 
from the strong anti-alien sentiment created by the war, and the 
idea of strengthening the Mercantile Marine as a fighting force. 
It took definite shape in an amendment proposed to the Aliens 
Restrictions Bill of 1919, prohibiting the employment of aliens 
in any capacity on vessels registered in the United Kingdom. The 
Departmental Committee had previously considered the question 
and decided that, in view of the world-wide character of the 
industry, no such restriction was possible or desirable. They 
recommended, however, that pilotage certificates should, in future, 
be given to natural-born British subjects only, and that the 
Masters of vessels should always be British. They added that 
they would prefer to see the same rule applied to all officers, but 
doubted the practicability of definite legislation to this end. 

A very similar line was taken, in 1919, by the Shipowners’ 
Parliamentary Committee and the representatives of the industry 
in the House, and as eventually passed, the Act prohibited only 
the grant of pilotage certificates to aliens, and their employment 
as Master, chief officer, or chief engineer. Exception was made in 
respect of aliens so employed during the war who could produce 
a certificate of good service from the Admiralty, and also in respect 
of ships mainly employed in voyages between ports outside the 
United Kingdom. The economic position of the seamen was 
safeguarded by a provision that no alien should be employed in 
any capacity at a lower rate than that paid to British subjects of 
the same colour and rating.1 

A further provision of the Aliens Restrictions Act prohibited 
former enemy aliens from acquiring any share or interest in a 
British ship. It had at one time been proposed to amend the 
company laws in such a manner as to prevent all foreigners from 
holding shares in a British shipping company ; but the Depart- 
mental Committee had strongly opposed any restriction on the 
investment of foreign capital in British shipping; pointing out 
that the experience of the war itself had proved the benefit of the 


* Cd. 9092, p. 116, pars. 332-3; Chamber of Shipping, Annual Report, 1919-20, 
pp. 218-21. It was also necessary under existing agreements with France to make 
certain exceptions with regard to pilotage certificates. 
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existing law, since a large block of tonnage that would otherwise 
have been found under foreign flags had, in fact, been available 
for requisition, and subject to all the regulations enforced on 
British ships.1 

By far the most important problem connected with precautions 
against a future war was that of defensive armament. The 
immense importance of defensive armament as a counter to the 
submarine had been clearly proved, and in order to avoid any 
delay in the equipment of vessels in a future conflict, the Admiralty 
were anxious that, even in time of peace, ocean-going steamers 
should carry the necessary guns. In July 1918 they took the 
matter up with the Chamber of Shipping and the Liverpool Steam 
Ship Owners’ Association ; but the shipowners were reluctant to 
burden the industry with the loss of carrying-power arising from 
the design of vessels with a view to armament, and were doubtful 
as to the reception of defensively armed ships, in time of peace, 
in foreign ports. They urged, therefore, that even if the Admiralty 
considered it necessary to retain the war-time regulations as to 
construction, the guns and ammunition should normally be left 
ashore. In this the Admiralty acquiesced, and later, in 1919, they 
agreed to the withdrawal of the regulation as to design.? 

It is not unfair to assume that the attitude of the owners was 
strongly influenced by considerations of self-interest ; but in this, 
as in other matters, their natural desire to return as rapidly and 
completely as possible to the normal conditions of peace can be 
justified on broad grounds of policy, and the leaders of the industry 
may be credited with appreciating the larger as well as the 
narrower consideration. The war record of the Mercantile Marine 
was one of which it might well be proud ; but it would have been 
a profound misfortune if the experiences of the war had led to 
the subordination of commercial to military requirements in the 
future development of British shipping. 


1 Cd. 9092, p. 115, pars. 330-1. 
2 Chamber of Shipping, Annual Report, 1918-19, pp. 34-5; 1919-20, pp. 32-3. 


CHAPTER XXIII 
POST-BELLUM POLICY—EXTERNAL 


We have already seen how largely the discussion of domestic 
problems relating to British shipping after the war was coloured 
by the strong spirit of nationalism that the war had aroused. That 
spirit was reflected still more clearly in the proposal to revive the 
principle of the old Navigation Acts as the basis of external policy 
with regard to the Mercantile Marine. 

The importance of this proposal, not merely to the shipping 
industry but to the nation and the world at large, cannot well 
be exaggerated. Had it been accepted it must have influenced 
profoundly the whole British outlook on commercial policy, and 
have affected, in no small degree, the course of international 
relations. 

Of the Navigation Acts themselves something has already been 
said.1. From the time of Richard II onwards, attempts had been 
made, with very varying success, to confine the whole or a part 
of English trade to vessels under the English flag ; but it was to 
the Acts of 1651 and 1660, with the additions subsequently made, 
that the advocates of a new Navigation Law referred as a model. 
Those Acts, as has been explained, were based on the preservation 
for British shipping of a monopoly of the Colonial and coasting 
trade, and on the prohibition of imports from Europe in non- 
British ships, other than ships belonging to the country whence 
the goods were derived. Their object was two-fold: to foster 
British shipping by the creation of a lucrative monopoly, and to 
inflict the utmost possible damage on the Dutch, who were, at 
that date, supreme in the general carrying trade. It should be 
added that the desire to foster British shipping was actuated not 
merely by economic motives, but also, and chiefly, by the impor- 
tance of the Mercantile Marine as a nursery of seamen for the 
Royal Navy, and a second line of naval defence. 


1 Chapter II, supra. 
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It was for similar reasons that the revival of the Acts was now 
advocated. The idea that, after the last shot was fired, the 
struggle against Germany must be transferred to the economic 
sphere had taken firm hold of many minds ; in order to avert the 
danger of new aggression by Germany, German trade must be 
completely ruined, and German trade could be struck at most 
effectively through the shipping which carried it. Further, the 
war had shown that merchant shipping possessed an importance 
in the realms of supply, of transport, and of actual operations, 
even greater than had been hitherto supposed, and no price was 
too great to pay for supremacy at sea. In the eighteenth century 
Adam Smith, the apostle of free trade, had defended the Naviga- 
tion Laws on the ground that * defence is of much more importance 
than opulence’. In 1916, an advocate for the revival of the laws 
admitted that his proposal might cost £30,000,000 a year of 
British trade profit for a few years, and increase freight charges 
on raw materials and exports, but added that those who opposed 
the revival were ‘ more eager for money than for the lives of our 
children and for the future of Britain’.2 Dr. Holdsworth, a 
weightier advocate of the proposal, based his whole argument 
on the necessity of reverting to the policy of the sixteenth 
and seventeenth centuries, when commercial considerations were 
consistently subordinated to those of defence.? 

The two objects proposed—the crushing of German trade and 
the fostering of British shipping—required separate consideration. 
If it was to be assumed that British shipowners could no longer 
maintain themselves in open competition, it was evident that 
discrimination must be exercised against Allies and neutrals ; 
against America, Japan, Norway, and Holland, as well as against 
Germany. If, on the other hand, the main object was to impede 
the revival of German trade, it would be necessary to seek the 
co-operation of the Allies in special punitive measures, going far 
beyond the scope of the old Navigation Acts. 

On the admission of Dr. Holdsworth, ‘ there is no evidence 


1 Wealth of Nations, Book IV, c. 2. 

2 Merchant Shipping as a Weapon against Germany. Speech by Arthur Michael 
Samuel to Institute of Shipbrokers, 24 February 1916. 

3 The Relation between Commercial Legislation and National Defence Historically 
Considered : A Rhodes Lecture Delivered at University College, London, on February 25, 
1918, by W. S. Holdsworth, D.C.L. 
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that the Dutch trade or shipping was seriously damaged by the 
acts. Their immediate effect was to intensify Dutch competition 
in every branch of trade not specifically reserved,’ and a century 
after the passing of the Acts, Adam Smith admitted that the 
carrying trade of Holland was much greater than that of any other 
Power.2. It was the exhaustion consequent on a long series of 
continental wars that finally destroyed the Dutch predominance. 

Germany, it must be remembered, was in a much stronger 
position than sixteenth-century Holland, for the bulk of her 
wealth, so far as it was derived from foreign commerce, was drawn 
not from the general carrying and entrepdt trade, but from the 
trade arising from her own vast internal resources. The mere 
exclusion of German shipping from the general carrying trade of 
the British Empire would fall far short of the effect desired. It 
would be essential, at least, to secure the co-operation of France, 
Italy, and the United States in the restrictions imposed ; and it 
would probably be found necessary to discriminate in all Allied 
ports against German shipping, even when bound from Germany 
itself. In view of the stimulus thus given to German competition 
both for markets and for traffic in all neutral countries; the 
necessity of diverting British and Allied shipping from the general 
carrying trade to replace, in domestic commerce, the excluded 
German vessels; and the strong ties that bound many neutral 
States to the economic system of Middle Europe, the inevitable 
result must be to divide the world into two hostile economic 
groups, whose artificial boundaries would cut right across the 
natural flow of trade. Such, in fact, seems to have been the ideal 
of those who advocated carrying the war into the economic field ; 
but apart from all wider considerations, the permanence of such 
a system could not but be problematic, especially in view of the 
fact that the economic interests of the Allies were by no means 
identical. 

The whole discussion was, of course, coloured and complicated 
by the bitterness of feeling excited by the submarine campaign. 
Mr. Havelock Wilson, the President of the National Sailors’ and 
Firemen’s Union, had proposed, as a punitive measure, a five years’ 


a. See Roger Coke, Discourse of Trade, 1670, p. 23; and Sir Josiah Child, A New 
Discourse of Trade, 1695, Preface, and p. 117. 2 Wealth of Nations, loc. cit. 
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boycott of German ports by British shipping; but British ship- 
owners were naturally opposed to a step which would have thrown 
the whole carrying trade of Central Europe into the hands of their 
competitors. On the other hand, they were convinced that the 
Allied and Associated Powers had a clear right to compel the 
Central Empires to make good, to the limit of their resources, 
the material losses caused by the war, and to inflict punishment 
for breaches of the accepted laws of war such as were incident 
to the submarine campaign. Nevertheless, those who spoke for 
the industry were opposed to the adoption of flag discrimination 
as a punitive measure. The arguments against such a course were 
well stated in the report of a strong Joint Committee appointed 
by the Chamber of Shipping and the Liverpool Steam Ship Owners’ 
Association, to consider the future of the industry : 

‘Retribution should be direct and immediate; it should not be 
allowed permanently to dictate the future commercial policy of the 
Empire. All international trade is based on benefits to be derived by all 


the nations concerned ; its maintenance is inconsistent with the policy 
of imposing loss.’ } 


What both the Joint Committee and the Departmental Committee 
proposed was insistence on the surrender of German and Austrian 
shipping as one of the terms of peace.? The effect of this measure 
would be, of course, a drastic elimination of immediate German 
competition ; but it was free from the objections to a policy of 
punitive discrimination ; its effect was direct and immediate ; it 
was confined to the exaction of reparation for actual loss inflicted 
during the war ; it left future trade relations unaffected. 
Assuming, as both Committees assumed, the right to exact 
reparations, the arguments for the seizure of enemy shipping were 
strong. Few forms in which wealth could be transferred appeared 
to be more free from the economic reactions that complicated the 
whole reparations problem. The property in question was easily 
transferable ; it could be put to immediate use in the economic 
restoration of the world ; it would be applied in direct replacement 
of tonnage actually destroyed by the enemy. It was not, indeed, 
suggested that the ships should be transferred to individual owners 


1 Joint Committee's Report, p. ii, par. 6. 
2 Ibid., pp. 1-2, par. 5; Cd. 9092, pp. 64-5, 115, pars. 77-85, 327-9, 


302 POST-BELLUM POLICY—EXTERNAL 


in replacement of their losses—they had already received com- 
pensation from the State or the War Risks Associations, and the 
proposal was that ex-enemy vessels should be sold to British and 
Allied purchasers for the general benefit of the reparations fund— 
but there would exist after the war, in all the Allied countries, 
a grave shortage of tonnage, which the sale of these vessels would 
go far to make good. In default of their seizure, the enemy 
countries, whose shipping had not been subject to the same risks, 
would be left in a position of actual advantage as a result of the 
operations of the submarines.1 

Whatever was the final decision as to its ownership, it was 
obviously of the first importance that all German and Austrian 
tonnage should be brought into service as soon as possible after 
the cessation of hostilities. The collapse of Austria and the 
occupation of the Austro-Hungarian ports threw practically the 
entire Mercantile Marine of Austria-Hungary into the hands of the 
Allies, and it was promptly requisitioned for Allied service and 
European relief. The terms of the renewed armistice with 
Germany in January 1919 provided for the bulk of the German 
ships to be handed over to the Allies, without prejudice to their 
subsequent disposal, and by the Brussels Agreement of 
14th March, the Germans undertook to surrender the whole of 
their steam fleet with the exception of a proportion of the smaller 
cargo vessels and a few other specified ships. By the final terms 
of peace Germany was required to recognize the right to ton-for-ton 
compensation, and to hand over all steamers of 1,600 tons gross 
and upwards, built or building, one half the tonnage of vessels 
between 1,000 and 1,600 tons, and a quarter of the fishing fleet ; to 
waive all claims in respect of vessels detained and requisitioned 
by the Allies during the war; to facilitate the acquisition by 
the Allies of all ships transferred to neutrals without their con- 
sent ; and to lay down on Allied account, if demanded by the 
Reparation Commission, shipping up to 200,000 tons gross in each 


* The actual tonnage remaining under the German flag, including vessels launched 
during the war, was less by approximately 40 per cent. than in 1914; but a large part 
of the reduction was due to the detention in Allied ports of vessels which, in default of 
special provisions in the Peace Treaty, would have to be returned, after the war, in 
conformity with the Hague Convention No. VI of 1907. Many vessels also had been 
transferred to neutral flags in circumstances which led the Allies to refuse recognition 
of the transfers, 
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of the five years immediately following the signature of the 
Treaty.1 

Certain other clauses relating to shipping were contained in the 
Peace Treaties. These, however, were not regarded as punitive 
measures, but were directed to the removal of long-standing 
grievances. For many years British liner companies had com- 
plained that the control stations established in Germany and 
Austria-Hungary for regulation of the emigrant traffic were 
utilized for the purpose of compelling emigrants to travel by 
German and Austrian lines. These stations, originally established 
for sanitary purposes, were, in Germany, under the management 
of the Hamburg-Amerika and Nord-Deutscher-Lloyd companies, 
and there was strong evidence that they had been used, in con- 
nexion with the German emigrant regulations, to impede and 
intimidate persons intending to pass through Germany for 
transhipment in the United Kingdom. The importance of this 
lay in the fact that the emigrant traffic played a prominent part 
in the finance of the North Atlantic trade, and the greater part 
of the emigration movement from Eastern Europe crossed the 
German and Austro-Hungarian frontiers. 

It was admitted that, in default of international agreement, 
every country had the right to lay down such rules as it thought 
fit with regard to the emigration of its own nationals; but the 
British lines contended that this misuse of the control stations 
was a denial of the right of transit and a breach of inter- 
national comity. The Departmental Committee proposed, there- 
fore, that the Peace Treaties should contain stringent provisions 
against the use of the control stations for any other purpose than 
sanitary inspection. They urged also that an endeavour should be 
made to secure a general international agreement safeguarding 
the right of transit, and that, in the negotiation of commercial 
treaties, the Government should endeavour to obtain for British 
shipping full national treatment in respect of passengers as well as 
cargoes.” 

There were other forms of German competition to which British 


1 Treaty of Versailles, Annex III to Part VIII. The Treaty of St. Germain provided 
for the surrender of all Austro-Hungarian shipping. ; 

2 Cd. 9092, pp. 5-18 (First Interim Report) ; pp. 96-7 and 108, pars. 236-9 and 
286-9 of Final Report; Joint Committee’s Report, pp. xv-xvi, pars. 84-5. 

1569-59 yen 
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shipowners objected as unfair—systematic rate cutting, disregard 
of agreements, and preferential railway rates. The system of 
low through rates for exports on the German State Railways 
undoubtedly acted as a bounty to the German exporter, and so 
tended to stimulate German shipping ; but unless they were made 
conditional on shipment in German vessels, they did not constitute 
flag discrimination. There was evidence, however, that in certain 
instances, special preferential rates were accorded to shipments 
by the German Levant and German East Africa lines, and though 
no definite proof could be obtained, there was a strong suspicion 
that similar practices existed in other trades. The Departmental 
Committee, while deprecating exaggeration, and emphasizing the 
natural and inevitable development of German shipping as a result 
of the industrial and commercial activities of the Empire, were of 
opinion that, under all these heads, unfair competition had been 
practised. They considered, however, that such competition could 
be more effectively met by a stronger organization of British 
shipping than by State action, and that much of it would auto- 
matically disappear with the removal of the control stations, on 
the abuse of which the great fighting organization of German 
shipping had been built up.1 

In the Treaty of Versailles all these matters received attention. 
Article 322 provided definitely for the removal of all control of the 
transmigration traffic other than that necessary to ensure that 
passengers were bona-fide in transit, and prohibited the exercise 
of that control by shippimg companies or companies interested 
in shipping. By other articles, full national treatment was assured 
to vessels of the Allied and Associated Powers in German ports and 
inland waters, together with most-favoured-nation treatment in 
the coasting trade; and all forms of preference or discrimination 
were prohibited, including direct or indirect bounties, by through 
rates or otherwise.” 

Turning from the consideration of punitive measures against 
German shipping to the wider problem of protective discrimination 
against all foreign flags, it must be observed that the conditions 
in which it was now proposed to revive, in some form, the principle 


1 Cd. 9092, pp. 97-105, pars. 243-75. 
® Articles 271, 321-7. Similar terms, so far as applicable, were embodied in the 
Treaty of St. Germain. 
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of the Navigation Acts differed widely from those in which the 
Acts were originally passed. In the seventeenth century the 
Colonies were completely subservient, politically and economically, 
to the Mother Country ; British shipping was in its infancy, and 
the rapidly expanding Plantation trade offered ample employment 
for all British ships displaced on other routes by Dutch competi- 
tion; the danger of retaliation was small, since no Power other 
than Holland was largely engaged in the general carrying trade, 
and the direct trade with Holland, the only possible sufferer by the 
Acts, was not a vital matter. Now, the chief Colonies had grown 
up into self-governing Dominions, unlikely to acquiesce in injurious 
restrictions on their right to trade with foreign countries in such 
ships as provided the most efficient and convenient means of 
transport; the employment of British tonnage in the trade 
between foreign ports was of vital importance both to the shipping 
industry itself and to the commercial and financial prosperity of 
the country ;1 the competitors of Great Britain in the carrying 
trade were numerous, and included States with whom it was 
essential to maintain friendly commercial relations. In short, the 
existing conditions, far from reproducing those in which the Acts 
were passed, tended to emphasize still more strongly the con- 
siderations which, during the first half of the nineteenth century, 
led to the gradual breakdown of the old restrictive system. 

For these reasons the shipowners’ Joint Committee considered 
that ‘ any return to the general principles of the old Navigation 
Laws would be against the best interests of our foreign commerce 
and of our Mercantile Marine.’? The Departmental Committee 
on Shipping and Shipbuilding took a still stronger line, and argued 
the case on broader grounds. They rejected wholly the policy of 
flag discrimination, not only because of the danger to British 
commerce and British trade, but because it endangered the 
restoration of the world’s economic life and the maintenance of 
the world’s peace. 

‘One argument against a policy of discrimination remains to be stated, 
and it is one that in our opinion over-rides all others. Whatever may be 
the merits or the practicability of a League of Nations after the war, it 
seems clear that our object must be to eliminate the causes of international 

1 See pp. 5-6, supra. 2 Joint Committee's Report, p. xi, par. 56. 
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friction which might lead to future wars. International commerce will 
be more than ever necessary after the war, and it would be deplorable to 
set out on a course which would hamper the natural flow of trade and lead 
to endless quarrels among the maritime nations of the world. Freedom 
of the seas, in the sense of equal treatment of all flags in all ports, should 
therefore be a cardinal principle in our post-war policy.’ ! 


This was a declaration of immense importance. It may be 
that, in the minds of the shipowners on the Committee, an honest 
conviction of the world’s needs was fortified by considerations 
of self-interest ; if so, it was that ‘ enlightened self-interest ’ to 
which Mill and Bentham looked for the source of progress. It was, 
at any rate, no little thing that, at a time when all discussion of 
post-bellum problems was darkened by the tendency to think of 
trade in terms of war and to transfer destructive rivalry from the 
military to the economic sphere, British shipping policy should 
be based so firmly on the principles of international equality and 
mutuality of benefit. 

There was, however, one more restrictive proposal, to which 
the cardinal objections above quoted did not apply. It was 
generally recognized that the coasting trade of any country was 
a domestic concern, and might be closed to foreign flags without 
any breach of international comity. The exclusion of foreign 
shipping from the coastal trade of the United Kingdom could 
provoke no other retaliation than the closing of similar trades 
to British vessels. Many countries did already, in fact, exclude 
British shipping from their coastal traffic, and some resentment 
was felt by British shipowners at their exclusion from the-coastal 
traffic of the United States, as they held that this should have been 
covered by Mr. Bancroft’s promise, in 1847, when the repeal of 
the British Navigation Laws was under discussion: ‘ We are 
ready to do anything you like; if you can do but little, we must 
do little; if you can do much, we will do much; if you shall do 
all, we shall do all.’ 

Further, the definition of coasting traffic had been stretched 
by the United States, France, and Russia to include all voyages 
between ports situated in their respective territories, even when 
separated by long stretches of foreign coast-line, and all direct 


1 Cd. 9092, p. 110, par. 304. 
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traffic with their oversea possessions—voyages between New York 
and San Francisco or Honolulu ; between Marseilles and Saigon ; 
between Petrograd and Odessa or Vladivostok. Hence, these 
Powers could hardly complain if Great Britain, in like manner, 


were to reserve to British ships the whole of the trade between 


Empire ports—the direct trade of the United Kingdom with the 
Dominions and Colonies, and of those Dominions and Colonies 
with one another. It had long been urged by many British ship- 
owners that an unfair advantage was conferred on their foreign 
competitors by admitting to the coasting (including Indian 
coasting) and Imperial trade, vessels belonging to countries that 
failed to grant similar privileges to British vessels, and that 
participation in these trades should be permitted to foreigners, 
if at all, only on the basis of reciprocity. 

The actual share of foreign shipping in these trades was, 
however, very small. In 1913 less than 1 per cent. of the tonnage 
arrived and departed with cargoes in the coasting trade of the 
United Kingdom was under foreign flags, and of the whole trade 
between Empire ports, 92 per cent. was carried in British ships. 
Whatever may be the strict rights or logic of the matter, it was 
at least possible, in practice, that reservation of the Imperial trade 
might involve general measures of retaliation by other countries ; 
and whereas the internal trade of the Empire constituted, before 
the war, 26 per cent. of the traffic carried under the British 
flag, an equal proportion of that traffic was carried between 
ports wholly outside the Empire.t In these circumstances, the 
advantages proposed were hardly sufficient to outweigh the pos- 
sible danger. For this reason, and also because they feared that 
any protective measures would be accompanied by the impo- 
sition of obligations hampering to British shipping in general 
competition, the shipowners’ Joint Committee rejected the idea 
of reserving the Imperial trade. The question of the coasting 
traffic they did not even discuss. The Departmental Committee 
definitely rejected both proposals.? 

While both the Departmental Committee and the shipowners 
themselves deprecated the adoption of any form of artificial 


1 Average values carried 1911-12 (Cd. 9092, table on p. 145). 
2 Joint Committee's Report, p. xi, par. 53; Cd. 9092, pp. 110-18, pars. 306-19, and 
table on p. 145. 
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protection for British shipping, there was a strong feeling that British 
owners should be relieved, so far as possible, of the handicap arising 
from the imposition of regulations from which their competitors 
were free. It was not desired that the standards of safety, hygiene, 
or accommodation should be lowered ; but both the shipowners 
and the Departmental Committee urged that these standards 
should be more strictly enforced on foreign ships trading to the 
United Kingdom. What was infinitely more important, they 
urged that steps should be taken by the Government to secure 
international recognition and enforcement of all broad regulations 
designed to secure safety at sea. The shipowners’ Committee went 
farther, and urged the importance of international agreement as 
to the limit of shipowners’ liability and as to passenger claims.* 

These recommendations were of extreme importance. Before 
the war, much good work had been done by International Con- 
ferences and by such bodies as the International Maritime Com- 
mittee in the codification and unification of maritime law and 
practice ; but the work had been interrupted by the war, and the 
war itself had created, in all countries, a tendency to the develop- 
ment of a narrow and rigid nationalism. In view of the intensified 
competition which was anticipated in international trade, it was 
of the first importance that shipping, at any rate, should be 
protected from the working of this spirit, for in no other industry 
was contact between nations so intimate, or the likelihood of 
friction so great. Further, the international regulation of 
standards was the only means by which the demands of a quickened 
social consciousness could be satisfied, without pressing hard on 
owners in the more progressive countries. 


1 Cd. 9092, p. 114, pars. 323-6 ; Joint Committee's Report, pars. 99, 100, 124-126. 
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AttHouGH the armistice involved nominally only a suspension 
of hostilities, the stringency of its terms, especially in regard to the 
surrender of the German fleet, enabled shipping to be relieved at 
once of many of the burdens imposed by a state of war. On the 
very day the armistice was signed the Admiralty gave instructions 
for the suspension of the convoy system, and all restrictions 
imposed on navigation for defensive purposes were rapidly swept 
away. On 11th November, too, the State Cargo Office closed its 
doors, and the war risk premium on hulls was reduced at a single 
stroke to 2s. 6d. per cent. for a single voyage, or 15s. for a three 
months’ time policy. As the minefields were revealed and swept 
up, the time premium was reduced, within a few weeks, to 7s. 6d. 
and then to 5s. per cent. 

The restoration of economic freedom to the shipping industry 
was, nevertheless, a gradual and lengthy process. It was, indeed, 
possible at once to employ in the carriage of essential imports 
a number of ships no longer required for war purposes, and to 
re-direct some of the diverted liners into their normal trades. 
Such re-direction of liner tonnage was greatly facilitated by the 
fact that the Australasian trade—more drastically treated than 
any other of the main services—was that in which there was the 
largest demand for shipping for repatriation purposes. This re- 
sumption of normal activities involved, however, no slackening 
in the administrative control of shipping. A certain number of 
vessels on naval and military service were released from requisition, 
and in the North Atlantic the lines were permitted to book at 
their own discretion a small proportion of their space ; but it was 
some months before there was any general relaxation of control. 

It must be remembered that the control of shipping had now 
become inextricably entangled with the Inter-Allied control of 
commodities and finance. That control it was considered desirable 
to maintain at least until the final conclusion of peace ; partly as 
a means of pressure on the Central Powers ; partly as a safeguard 
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against the appearance or even the suspicion of economic rivalry 
among the Allied and Associated Powers, which might impair 
their unity of front at Versailles. 

Apart from this, the Inter-Allied authorities were apprehensive 
of the consequences that might follow a sudden relaxation of 
control. Every European country, belligerent or neutral, had 
a big import deficit to make good, and the visible supplies of many 
important commodities were inadequate to the demand. Further, 
while the cessation of hostilities did much to relieve the tonnage 
position, the repatriation of the armies involved troop movements 
on a colossal scale. Even if adequate supplies were procurable, 
a sudden transition from control to freedom would probably be 
followed by a period of violent fluctuations in freights and prices, 
producing among the war-wearied peoples such an outcry as no 
Government dare face. 

The necessity for some measure of control by licence, to ensure 
a sufficiency of tonnage for essential supplies, was admitted, as we 
have seen, by the shipowners themselves ; but the scheme adopted 
went far beyond this. It had been decided to continue, for the 
time being, the import of cereals, sugar, and many other com- 
modities on Government account, and the Government had no 
intention of leaving the freights on such imports to find their 
level in a free market. The licensing system was adopted as the 
main instrument of control ; but the issue of licences was supple- 
mented by the direction of individual vessels into specified employ- 
ment, and by the fixing of limitation freights on Government 
cargoes. 

The same methods were employed for ensuring the supply of 
tonnage to France and Italy. The Allied Governments were 
preparing to release requisitioned shipping, and it was impossible, 
in the circumstances, to continue the allocation of British vessels 
to their service at Blue Book Rates; but without the assistance 
of British tonnage neither France nor Italy could procure adequate 
supplies, and it was deemed essential, for political reasons, to keep 
down the cost of that assistance. The British Government 
accordingly undertook, by an agreement dated 22nd January 1919, 
to direct into the service of France, at rates not exceeding 25s. a 
month per deadweight ton for tramps of 2,500 tons deadweight and 
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upwards, or equivalent freight rates, sufficient British shipping to 
maintain at the level of 31st October 1918 the total tonnage under 
all flags in the French import services. In the following month 
a similar agreement was entered into with the Italian Government. 

Meanwhile, the Shipping Controller had issued, on 15th 
January, a notice to the effect that, on and after Ist March, 
privately-owned ships, other than those required for naval and 
military purposes or other special employment, would be released 
from requisition as fast as they returned to their ports of re- 
delivery in the United Kingdom, and that owners were now free 
to make arrangements through their own agents or brokers for 
the subsequent employment of their ships, subject to the necessity 
of obtaining licences and to the Controller’s power of direction and 
freight limitation. The right to requisition, should emergency 
arise, was also expressly reserved.? 

It will be observed that release was to be given ‘ at ports of 
redelivery in the United Kingdom’. The owners of vessels in 
trooping service, mostly liners, were entitled under the terms of 
the charter-party to demand redelivery at the port where the 
ships were taken up. The collier charter, applied to oilers and all 
ships carrying animals or cargoes on full requisition, stipulated 
for redelivery at a home dockyard or a coal port in the United 
Kingdom, and the offer of release at a dockyard was sometimes 
taken in bad part by the owners of ships not on collier service. 
Both during and after the war redelivery was frequently given, 
by mutual agreement, at ports other than those named in the 
charter, and even at ports abroad. 

Before a ship could be redelivered, she had to be reconditioned. 
The Government were bound to make good all damage due to war 
risks, and to reinstate vessels specially fitted for particular employ- 
ment such as service as an armed merchant cruiser, trooping, the 
carriage of horses and mules, or the carriage of oil in double 
bottoms. For this purpose a joint survey was made, and any 
dispute as to the extent of the work required was generally settled 
by direct negotiation. 


1 The standard rates paid to neutrals by the Inter-Allied Chartering Committee 
during 1918 varied from 40s. 6d. to 45s. 6d. for vessels of this size, war risks being for 
charterers’ account. 

2 Chamber of Shipping, Annual Report, 1918-19, pp. 31-2. 
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In some instances the cost of reinstating a vessel specially 
fitted for a particular service proved to be greater than the value 
of the fittings themselves, and, with the owner’s consent, the 
fittings were accordingly left on board. The result was, at times, 
to enhance the value of the vessel, as when a steamer had been 
converted into a remount ship by the erection of fittings suitable 
for the cattle trade; but as the owner had not been consulted as 
to the use made of his ship, and the fittings were left in her for 
the Government’s benefit, no claim could be made against him in 
respect of the improvements. When, however, it was known from 
the first, as in the case of ‘ Q ’-ships, that the cost of reconditioning 
would be exceptionally heavy, the ship was usually bought 
outright at the time of conversion. 

The actual work of reconditioning was not always done before 
the release of a vessel. During the freight boom of 1915-16 
owners who saw a prospect of remunerative employment were 
often anxious to obtain immediate possession of a ship released 
from Government service, and as the Blue Book hire continued 
until final delivery of the ship, the Transport Department were 
glad to meet them by offering a lump sum in lieu of reconditioning, 
leaving the owners to do the work at their own convenience. The 
same course was frequently followed after the war, as, owing to 
the pressure on the repair yards, many owners were willing, in 
order to obtain immediate possession of their ships, to accept less 
than the actual current cost of reinstatement. 

The release of ships under Liner Requisition required separate 
treatment. The Heads of Arrangement provided that the agree- 
ment should terminate at the date of termination of the war, with 
an option to the Controller to give three months’ notice of cancella- 
tion, prior to that date. The war, of course, would terminate, 
legally, only on the final signing of the peace treaties; but the 
Controller was prepared to release the ships—on terms—without 
awaiting that very uncertain event. 

By the terms of release, as agreed with Lord Inchcape, on 
behalf of the Negotiating Committee, the three months’ notice 
was deemed to expire on 15th February 1919, and subject to 
acceptance of the terms, the ships were released on completion 
of their first discharge after that date in a home port of any liner 
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trade. In the event of discharge taking place at a port from which 
the line in question did not operate, owners were given the option 
of redelivery at a home port in any trade in which they were an 
Kstablished Line, or in case of discharge in the United Kingdom, at 


a selected port. 


After release, all vessels remained subject to control by licence 
and direction, and, so long as required, to priority instructions for 
the employment of cargo space. The owners undertook, further, 
certain definite obligations as regards the carriage of Government 
cargo and passengers. 

In the first place, troops, sailors, and their dependants, 
munition workers, and similar Government passengers were to be 
carried, in such numbers as the Ministry of Shipping might require, 
at agreed rates in the North Atlantic, and in other trades at an 
equivalent of Blue Book Rates, based on a calculation of the space 
occupied. In the North Atlantic, fitting and reconditioning under 
the new agreement were to be borne by the lines, who took over, 
at a valuation, existing Government fittings. In other trades 
the Government bore the cost. Reasonable compensation was 
arranged in the event of loss caused by diversion ; but no demur- 
rage was to be claimed in respect of any delay, under three days, 
caused by unreadiness to embark, and no claim was to be made 
by the Government in respect of embarkation delays. 

Secondly, the lines undertook, until 3lst August 1919, to load 
Government cargo, if required, up to 70 per cent. of the available 
cargo capacity of their fleets (exclusive of insulated space). After 
that date the proportion was reduced to 50 per cent. Such cargo 
was to be carried at current Government cargo rates, not exceeding 
those operative in February 1919. 

These obligations were to remain in force, so far as troops and 
passengers were concerned, until 3lst August 1920; so far as 
cargo was concerned, until 31st December 1919, or 31st March 1920, 
at the option of the Government. In respect both of troops and 
cargo the Government retained an option to terminate the agree- 
ment at any earlier date, on three months’ notice. 

To the terms of this agreement there was one important 
exception. It will be remembered that the insulated space on 
meat-carrying liners was under requisition by the Board of Trade, 
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not by the Controller. The current meat contracts did not run off 
until three months from the end of the war, and the difficulty of 
winding up commitments and disposing of the accumulations at 
Australasian ports rendered it very uncertain when the control 
of meat supplies would be removed. Insulated space was accor- 
dingly excluded from the release, and the lines were left to make 
the best terms they could with the Board. 

Under the old agreements, concluded in the spring of 1915, 
Plate liners received from 50s. to 60s. and the Australasian liners 
72s. 6d. per 40 cubic feet. These rates had never been varied. 
In the summer of 1916 the Plate shipowners had asked for an 
increase on the ground of increased working expenses, but the 
request had been refused. The actual advance in running expenses, 
however, was very heavy, and under the Liner Requisition Scheme 
these expenses were debited to the Government in voyage accounts. 
To cover them, the freight charged by the Ministry of Shipping on 
Government cargoes from the Plate had been raised to 85s., and 
on cargoes from Australasian ports to 132s. 6d. These rates the 
Ministry of Shipping considered to be fully justified by the cost of 
operating, and they were accordingly taken as the basis of the new 
agreement between the Board of Trade and the lines, which was 
concluded on 7th April 1919, to run for twelve months from 
Ist March. 

Under the new agreement the Board retained their right of 
diversion, subject to the payment of additional out-of-pocket 
expenses, and the shipowners agreed to waive, for a period of six 
months, all claims for demurrage at ports in the United Kingdom. 
_ Subsequently to the expiration of this period these delays became 
very serious, owing to the congestion of cold-storage accommoda- 
tion, and as from 15th November 1919 the Board agreed to pay 
demurrage when a ship was held up solely by the Government’s 
inability to take delivery of refrigerated cargo. 

While the liner agreements were being negotiated, considerable 
progress had been made with the release of fully requisitioned 
tonnage. Although Ist March had been fixed as the date on which 
general release was to begin, it was possible, even before that date, 


1 The rate of 85s. per 40 cubic feet represented approximately 11d. per Ib. on meat 
and Id. per Ib. on butter. The 132s. 6d. rate represented 144d. per lb. on beef ; 143d. on 
mutton and lamb ; and 14d. on butter and cheese. 
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to reduce substantially the number of vessels in full Government 
service. So long as large forces were still maintained on the 
Continent it was necessary to provide for their supply’and for the 
movement of drafts and leave-men; but the cessation of active 
-hostilities enabled a large number of ships to be transferred at 
once from naval and military to commercial employment, and 
considerable reductions to be made in the special services under- 
taken for France and Italy. Meanwhile, the total tonnage avail- 
able had been increased by the completion of a number of State- 
owned vessels and by the return of steamers interned in German 
ports during the war, though these gains were partially set off by 
the redelivery of requisitioned neutrals. Of the vessels set free 
from naval and military employment, some were at oncere-allocated 
for the carriage of cereals, sugar, and other Government cargoes ; 
others were still undergoing belated repairs on 28th February 1919. 
The net result was a reduction of 184 in the ocean-going steamers 
on full Government service—exclusive of tankers, the general 
release of which was begun in December 1918—and an increase 
of 264 in the number of free ships. The number of free steamers 
between 500 and 1,600 tons was increased by 83. 

It was estimated by the Shipping Controller in January that 
the combined effect of the removal of restrictions on navigation 
and the transfer of tonnage to commercial employment was 
equivalent to an increase of 10,000,000 tons a year in the importing 
capacity of the country,! and the first effect of the cessation of 
hostilities was an actual glut of tonnage, more particularly at the 
coal ports, which led to half a million tons of shipping being sent 
away in ballast during December 1918. It was not long, however, 
before the pendulum swung back. To the revival of the normal 
peace demands was added the work of repatriation and European 
relief. For this the surrendered enemy shipping had been ear- 
marked; but owing to a prolonged wrangle over the terms of 
surrender, it was not till 21st March 1919 that the first ship left 
a German port, and not until May that the services of German 
tonnage became an effective factor in the world’s transport. The 
results of this delay were deplorable ; it combined with financial 
difficulties to postpone the reprovisioning of Germany, and it 

1 The Times, 6 January 1919. 
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entailed the retention of much British and Allied tonnage in 
military service. 

Meanwhile, a large proportion of British shipping was carrying 
out postponed repairs, or reconditioning prior to release, and 
owing to strikes in the repair yards, many vessels remained off 
service for long periods. The output of new tonnage was still 
restricted by labour difficulties, and the carrying-power of the 
ships available was seriously reduced by port congestion. In their 
haste to make good the import deficit, the buying departments 
rushed imports across faster than the ports could receive them, 
and the effect of labour troubles at the ports themselves added to 
the dislocation and delays. Far from showing the improvement 
anticipated as a result of the cessation of hostilities, the tonnage 
situation in March 1919 was such as to recall the most acute 
crises of the war. 

From this point matters began to mend. The accumulations 
in the repair yards were gradually cleared off ; ex-enemy tonnage 
and new standard steamers replaced requisitioned vessels in naval 
and military employment, and rapid progress was made with the 
restoration of the liner services, both in the direct and in the cross 
trades. By the end of June 1919 the British ocean-going tonnage 
in the import service of the United Kingdom had risen to 9,340,000 
deadweight, as compared with 6,696,000 on 31st October 1918, 
and 7,467,000 in February 1919. At the same time a substantial 
increase in the tonnage trading for the Dominions and foreign 
countries showed that British shipping was regaining its place in 
the world’s carrying trade.! 


1 Employment of steamers of 1,600 tons gross and up (exclusive of tankers) in 1,000 
tons deadweight. 


31 Oct. | 28 Feb. | 30 Apr. | 30 June 
1918 


1919 1919 1919 
War services . j . 4,858 3,347 2,013 1,547 
Repairing and surveying : , : 1,328 2,148 1,706 1,493 
Unallocated . — 739 272 54 
Import service of Allies and Neutrals . 3,575 2,959 4,017 4,269 
Trading for Dominions and Colonies . 1,445 1,762 2,098 2,196 
Import service of United iinedolt ‘ 6,696 7,467 8,321 9,340 
Coasting, cables, &c. : 77 109 160 125 


Total . : : d 5 17,979 18,531 18,587 19,024 
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The greater part of this tonnage was now, at least nominally, 
free. From Ist March onwards fully requisitioned ships in the 
various commercial services, including those of the Allies, were 
released to their owners as fast as they returned to their ports of 
-redelivery, and the acquisition of ex-enemy tonnage permitted 
a steady reduction in the number of British ships on military 
service. Yet even on 30th June, nearly eight months after the 
signing of the armistice, 532 ocean-going steamers, or 18 per cent. 
of the whole (exclusive of tankers) were still on full Government 
service, together with 105 vessels between 500 and 1,600 tons gross. 
Of the ocean-going steamers, 59 were under repair and 280 in 
naval or military service. The remainder were mostly carrying 
Government imports on voyages begun prior to Ist March, 
including a number of ships sent out to Australia, soon after the 
cessation of hostilities, to assist in lifting the huge accumulations 
of wheat. 

The process of releasing requisitioned tonnage was, however, 
more nearly complete than these figures would suggest, for about 
half the ocean-going vessels on full Government service were 
prizes or State-owned ships. With the object of facilitating the 
early release of requisitioned vessels, the majority of the State- 
owned vessels completed prior to the cessation of hostilities were 
retained, for some months, in Government service, and a good 
many standard and Canadian-built steamers completed during 
1919 were taken into naval or military employment for a short 
period before they were disposed of. 

Apart from prizes and a few vessels acquired for special 
purposes, no fewer than 821 contracts for new construction had 
been placed in the United Kingdom or overseas,! and only about 
a quarter of these had been fulfilled at the date of the armistice. 
Many other vessels were approaching completion ; but a much 
larger number were still on the stocks, or on order, and the first 
anxiety of the Ministry of Shipping was to rid themselves of these 
heavy commitments. The contracts for no fewer than 126 ships 
were cancelled subsequently to 11th November 1918, and 123 
others, in an early stage of construction, were taken over by the 


1 Exclusive of vessels ordered in the United States and requisitioned by the American 
Government. 
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builders, as a speculation, on repayment of the instalments already 
paid. For the successful disposal of the remaining vessels the 
Ministry were indebted to the enterprise and public spirit of 
Lord Inchcape and a group of shipowners associated with him. 

By two agreements, made respectively in February and April 
1919, Lord Inchcape took over, at cost price, 155 standard 
steamers on the stocks, on the understanding that they should 
be resold to British owners, in approximate proportion to the 
losses they had sustained. It was provided that any loss on the 
resales should be borne by Lord Inchcape and his colleagues, but 
that any profit should be applied in reducing, pro rata, the sale 
price of the vessels, so that in no circumstances could any personal 
profit accrue to Lord Inchcape and his friends, while the Ministry 
were relieved at once, and without cost, of their whole liability in 
respect of the ships. 

Meanwhile, the first attempts of the Ministry to dispose by 
auction of the completed vessels had given somewhat disappoint- 
ing results; for during the first two or three months of peace, 
shipowners were too uncertain as to their position to be very 
eager for new tonnage. So soon, however, as the Government’s 
policy with regard to de-control was clearly defined, the demand 
revived, and the great majority of the ships completed, or 
approaching completion at the beginning of 1919, were ultimately 
disposed of without much difficulty. There were, however, in 
July 1919, 40 steamers actually on service which the Ministry had 
been unable to sell, and again Lord Inchcape came to the rescue, 
acquiring the ships at an agreed price per ton, for resale to British 
owners under conditions similar to those of the two former 
agreements. 

Including these 40 ships, no fewer than 373 were eventually 
sold as completed vessels.2 Of these, 196 went to foreign owners, 
chiefly French, Belgian, and Italian, in part fulfilment of replace- 


1 Tn all, the tonnage comprised in the three Inchcape deals amounted to 914,000 
gross or 1,400,000 deadweight, and the amount realized to about £35,000,000. No 
profit, commission, or remuneration of any kind was accepted by Lord Inchcape or 
his colleagues, and the total administrative cost of the sales was £850 or ;1, of 1 per cent. 
See “Standard Ships and Ex-enemy tonnage, Lord Inchcape’s Sales’, in Brassey's 
Naval Annual, 1921-2 ; Chamber of Shipping, Annual Report, 1919-20, p. 17. 

> The full number of 821 ships was completed by 5 vessels sold on the stocks to 
foreign owners ; 15 tankers transferred to the Admiralty on completion ; and 24 vessels 
lost on service. See Appendix, Tables 10 and 11. 
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ment facilities promised to the Allied Governments during the war ; 
the remainder were disposed of to British owners. The method 
of sale by auction was abandoned, owners who had sustained war 
losses being invited to purchase the ships at prices fixed by the 
Controller. The prices were fixed for British owners a little below 
those charged to foreigners, in consideration of the freight restric- 
tions to which British ships were still subject ;1 but both from 
British and foreign owners prices were obtained very satisfactory 
to the Ministry. The acute shortage of tonnage that became 
manifest during the summer of 1919 led to a boom in freights 
comparable with that of 1915-16, and though a heavy loss was 
sustained on the sale of some foreign-built ships, more particularly 
on those ordered in Japan at the height of the steel shortage, it 
was more than made good by the profits on British-built standard 
steamers, and the net result was a substantial credit balance. 

As the result of this long series of transactions, the majority 
of the ships built overseas passed into foreign hands, including all 
but one of the wooden steamers constructed in Canadian yards, 
for which there was no demand from British owners. The great 
majority of the larger standard freighters, together with about 
two-thirds of the smaller types and nearly all the coasters, re- 
mained under the British flag. In addition to the ‘G’ ships and 
others of special type, the great majority of the ’tween-deck ‘ B’ 
freighters were acquired by liner companies for the restoration 
of their cargo services. The single-deck freighters of types ‘A’, 
‘C’,‘D’, and ‘ H’ went to replace the losses of the tramp fleets. 

From the summer of 1919 onwards the monthly deliveries of 
completed ships sold by the Ministry became numerous, and as 
requisitioned ships ran off their voyages the total shipping on full 
Government service rapidly declined. By 30th September there 
were only 304 ocean-going ships in such service ; by 31st December 
only 159, together with 47 smaller vessels. Of the ocean-going 
steamers, exactly 100 were returned as Government-owned ; these 
included a few chartered neutrals and a few standard steamers, 
but the majority were prizes, whose sale had been deferred until 
the market had absorbed the war-built ships. 

It must be remembered, however, that the freedom enjoyed 


1 The Times, 21 March 1919. 
1569-59 Bb 
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by all ships was subject to very important modifications. Every 
ship, whether in the foreign or the coasting trade, was still con- 
trolled by licence; all liners were bound by the terms of the 
Inchcape Agreement ; almost all large tramps not under charter 
to the liner companies were time-chartered to France and Italy, 
or running on directed voyages. 

Direction at limitation freights was applied throughout the 
year to the carriage of wheat from North America, Australia, and 
the Plate; maize from the Plate and South Africa; sugar from 
Cuba, the British West Indies, Java, and Mauritius ; timber from 
Canada: and coal carried coastwise between United Kingdom ports. 
Outward coal freights to France, Italy, and the chief bunker ports 
abroad were also limited until July, when the orders were rescinded. 
In the ore and phosphate trades freights were not directly fixed ; 
but were restricted by the diversion into the market of sufficient 
tonnage to bring down the level of quotations. 

In the liner trades, the proportion of space actually taken for 
Government cargoes, under the terms of release, varied con- 
siderably as between route and route. Taking the year 1919 as 
a whole, the proportion in the North Atlantic and Australian 
trades, where there were large quantities of wheat to be handled, 
averaged about one-half the total capacity of the fleets. Approxi- 
mately the same proportion was reached in the South African 
trade and, including insulated space, in the Plate traffic. On the 
Far Eastern lines and the majority of the cross-trades, much 
smaller demands were made. Taking liners and tramps together, 
it was estimated by the Chamber of Shipping that approximately 
25 per cent. of the imports into the United Kingdom during 1919 
were carried at Government freights, and another 25 per cent. at 
freights affected by control.t. As the commodities affected com- 
prised most of the chief bulk cargoes, the estimate appears to be 
reasonable. 


1 Annual Report for 1919-20, p. 18. 


CHAPTER XXV 
POST-BELLUM BOOM AND SLUMP 


Despite the rapid progress made in the restoration of British 
and Allied tonnage to its normal employment, the supply of 
carrying-power for commercial purposes continued, throughout 
1919, to be inadequate to the demand. It was not the ships that 
were lacking ; by June 1919 the steel and iron steam and motor 
tonnage afloat under all flags actually exceeded by 2,500,000 tons 
gross the total for the last year of peace,! and seeing how greatly 
the volume of trade was restricted by the financial exhaustion 
arising from the war, it might well have been imagined that a 
period of superabundant tonnage and low freights was in sight. 

It was far easier, however, to replace the ships sent to the 
bottom by mine or submarine than to restore the smooth working 
of that vast system of transport and distribution which the war 
had so grievously dislocated. As during the war, so during the 
period of transition from war to peace, the problem of tonnage was 
only one element in the problem of carrying-power. 

In the first place, the redirection of trade from the shorter to 
the longer routes continued long after the cessation of hostilities. 
Germany, Austria, and Russia lay economically prostrate, and the 
productivity of the Northern neutrals had been seriously reduced 
by the effects of the blockade, more particularly by the embargo 
on fodder and fertilizers. Thus the sugar formerly procured from 
Germany, Austria, and Holland; the grain from the Black Sea ; 
the timber and dairy produce from the White Sea and the Baltic 
had now to be procured, in whole or in part, from more distant 
sources. In the United Kingdom the coal output showed no im- 
provement on the worst years of the war, and millions of tons of 
fuel were drawn by Continental importers from the United States. 

Even more serious was the continued congestion of both 
British and foreign ports. Deterioration of the railways and 
shortage of rolling stock still hampered the removal of cargoes, 


1 Wooden tonnage is excluded, as the wooden ships of the American Emergency 
Fleet proved a commercial failure. 
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and the tendency of buying Departments to allow large stocks of 
controlled and rationed commodities to accumulate in the ports 
was as evident as during the war itself. A reduction in the hours 
of labour at British ports still further diminished their capacity 
to deal promptly with the stream of imports. 

A further factor in the congestion of British ports was the 
continued stagnation of the coasting traffic. Railway rates were 
still restricted artificially to the level of old schedules, containing 
‘cut’ rates between port and port originally fixed for the purpose 
of competition with the coasters, and now much below the actual 
cost of transport. Against such competition the coasting steamers 
found it very difficult to make head. In their case control had 
early been relaxed. In December 1918 the Home Trade Branch 
of the Ministry of Shipping suspended the practice of * special 
direction ’, and with the exception of occasional emergencies, such 
as a three-weeks’ programme for the renewal of the London 
coal stocks in March 1919, the supervision exercised over the trade 
after the cessation of hostilities was of a very elastic character. 
Running costs, however, were something like two-and-a-half times 
as great as in 1913, and effective competition with the railways 
became almost impossible. 

In view of the extreme importance of restoring the distributive 
capacity of the ports, the situation thus created was very serious, 
and under pressure from the Port and Transit Executive Commit- 
tee, the Government agreed, in August, to refund to merchants 
the difference between the railway rates and coasting freights on 
all import and export cargoes shipped coastwise. Thanks to this 
measure, a number of abandoned services were re-established ; 
even so, the total tonnage arrived and departed coastwise during 
the year (excluding intercourse with Ireland) was less than half 
what it was in 1913." 


1 The coasting subsidy was continued until 30 June 1920, by which time an increase 
in railway rates had come into operation. Even then, the Rates Advisory Committee 
appointed by the Ministry of Transport reported that the cut rates constituted unfair 
competition. The question was vigorously pressed by the Chamber of Shipping, the 
Shipowners’ Parliamentary Committee, and the Liverpool Steam Ship Owners’ Associa- 
tion, and special provision was made in the Railways Act, 1921, for revision by the 
Rates Tribunal of any rates which could be shown to be unfairly competitive with 
coasting traffic, having regard to the actual cost of transport. Since that date there 
has been some increase in coasting arrivals and departures; but they remain very far 
below the old level. 


1 
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Yet another obstacle to the clearing of the ports was the 
issue by the Coal Controller, in July 1919, of regulations pro- 
hibiting the supply of coal for export or bunkers from any but the 
South Wales and Northumberland-Durham fields. These regula- 
tions were issued for the protection of domestic and industrial 
consumers ; but how far the remaining fields were able to distri- 
bute internally their entire surplus is matter of dispute. The 
effect on shipping was, unquestionably, disastrous. The bunker 
facilities at Liverpool, for instance, were intended exclusively for 
dealing with rail-borne coal from Cheshire, Lancashire, and 
Yorkshire, and could not easily be adapted to the use of water- 
borne supplies from the Bristol Channel. Hence the majority 
of the ships had either to bunker abroad for the round voyage, 
involving a loss of cargo carrying-power on the homewards passage, 
or lose time in going round to the Bristol Channel, and awaiting 
their turn at the crowded coal ports. 

The net result of all these obstacles to quick turn-round was 
a decrease in the annual carrying-power of the available tonnage, 
as compared with 1913, estimated by the Chamber of Shipping 
at from 30 to 40 per cent. Slow as was the recovery of the world’s 
commerce, the recovery of ocean transport lagged far behind it. 

The natural consequence was seen wherever the freight markets 
were sufficiently free to reflect existing conditions. The rates 
quoted in the open market were, even now, far below the few 
quotations that can be traced during the last two years of the war, 
or the rates then fixed by the Ministry of Shipping for the carriage 
of private cargoes ; but they were higher, generally speaking, than 
those ruling during the earlier years of the war, when a free market 
still existed and the greatest boom in the history of shipping was 
in progress. 

The majority of these huge freights went into the pockets of 
Japanese or neutral owners. British competition in the open 
freight market was confined to the free space on liners and to 
such few tramps as escaped direction, and as the year went on, the 
contrast between free and controlled freights became very marked. 
During the early summer, fixtures from the Plate to Continental 
ports were effected at rates running up to 280s. per ton, and the 

1 Annual Report, 1919-20, p. 21 
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year closed with quotations ranging from 190s. to 220s. as against 
the 62s. 6d. allowed to British ‘ directed’ vessels. From the 
Northern Range to French Atlantic ports freights were fairly 
steady at from 14s. to 15s. 6d., against the British directed rate 
of 8s. 6d. a quarter. From Java the directed rate was 90s. ; while 
market quotations, mostly for Japanese tonnage, ranged from 
170s. to 350s. 

In time-charter rates the same contrast was presented. Apart 
from the vessels directed to charter with France and Italy, the 
Time Charter Order, 1919, prohibited the time-chartering of any 
British ship at a rate higher than 25s. per deadweight ton for 
vessels of 2,500 deadweight and over, without the special consent 
of the Controller. This Order was rescinded in July; but the 
liability of British tramps to direction kept down the rates, and 
few fixtures were effected at higher than 25s. to 27s. 6d. for a six 
or twelve months’ charter. On the other hand, Japanese and 
neutral steamers were able to secure, during the latter part of the 
year, rates ranging from 35s. to 47s. 6d. for large vessels, and still 
higher rates for those employed in the European coal trade.1 

The wisdom of this policy of direction and limitation freights 
must, of course, be judged in connexion with the whole system 
of import and price controls, bread subsidies and the like, by 
which it was hoped to ease the transition from war to peace. In 
the carrying trade the effect of this system was, undoubtedly, to 
impede the restoration of normal conditions. The commitments 
of the buying Departments and the actual exhaustion of some 
former sources of supply must, in any event, have tended to 
prolong the concentration of purchases on those markets where 
public credits were available, with the result of increasing 
indebtedness and unfavourable exchanges. The power of directing 
tonnage at fixed rates constituted, however, a standing temptation 
to extend those commitments, and that power appears to have 
been used, at times, rather to save the Departments from loss 
than to fulfil a real economic demand. Further, since foreign 
ships could not be forced to accept the limitation rates, the effect 
was to keep a large amount of foreign tonnage away from British 
ports, and this, in its turn, entailed a restriction of the employment 


? See Angier’s Steam Shipping Report, in Fairplay, 1 January 1920, 
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of British shipping in the general carrying trade, in order that it 
might be concentrated on the direct import services of the United 
Kingdom and on certain special Allied trades. The effect of this 
artificial distribution of the world-pool of tonnage militated, 
unquestionably, against the most economical employment of 
shipping, while it restricted the part played by freight earnings 
in the adjustment of the trade balance. It is probable, also, that 
the partial withdrawal of British shipping from the world markets 
played no small part in forcing up the quotations for foreign 
tonnage and for free space in British ships, and the effect of the 
whole system seems to have been to subsidize the purchase and 
transport of certain specified commodities at the expense of the 
general financial and economic position. The justification of this 
policy turns on psychological as well as economic factors, and 
cannot be argued without analysing carefully the effect of com- 
modity controls. It is clear, however, that until the restoration 
of a free freight market, only very limited progress could be made 
towards normal conditions in sea transport. 

On the shipowners, direction pressed hardly, for it not only 
limited their profits but prevented them from reviving their old 
business connexions, and recovering, by the free offer of their 
ships in the world’s freight markets, ground lost to foreign com- 
petitors.t As the year went on, the limitation rates themselves 
became almost wholly unremunerative. All running expenses had 
risen enormously during the war, and they showed no tendency to 
decrease. The cost of bunkers, in particular, was still rising, since 
the price of bunker coal had been fixed by the Coal Controller 
at a level sufficient to cover part of the cost of producing coal 
for internal consumption, thus subsidizing the domestic and in- 
dustrial consumer at the expense of ocean transport. 

One result of the great increase in cost of bunkering was to 
hasten the adoption of oil-fuel in the Mercantile Marine. Before 
the war, many shipowners, especially in Scandinavia, had experi- 
mented with the internal combustion engine, either in full-powered 
ships or as an auxiliary to sail power, and when war broke out, one 
or two important British shipping companies were preparing to 
convert a number of their steamers to oil burning. The majority, 


1 Particularly in Eastern and American waters. 
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however, were still doubtful as to the reliability of the Diesel 
engine for continuous use, and the saving in firemen’s wages by the 
use of oil under ordinary engines was offset by the high price of 
oil as compared with coal. 

During the war more progress was made abroad than in the 
United Kingdom with the development of the motor ship, British 
attention being devoted mainly to the ordinary types; but the 
results of experience confirmed the reliability of the Diesel engine 
as well as its economy in carrying-space and running costs, and 
in the great development of motor tonnage which succeeded the 
war, British owners and builders took a prominent part.1. Further, 
while the use of oil with ordinary reciprocating engines was 
admittedly less economical than the Diesel engine, the high and 
increasing cost of bunkers rendered it actually cheaper, for the 
time being, than coal. A large number of vessels were accordingly 
converted from coal to oil burners, and a large proportion of new 
tonnage was designed from the first to use oil fuel. It is significant 
that in December 1920 the British oil-burning tonnage under 
construction or converting was greater than the whole completed 
British tonnage previously fitted for oil fuel.? 

Conversion to oil-burning was, however, only the lesser of two 
evils from the point of view of running costs, and since the future 
course of oil supplies and prices was uncertain, the expense of 
conversion was not likely to be generally undertaken. Meanwhile, 
the cost of fuel, whether oil or coal, remained a heavy burden on 
owners whose profits were limited by freight-fixing. Further, the 
price fixed for export coal and the limitations placed on export 
deprived tramp shipping, to a great extent, of its chief outwards 


* Of 1,250,000 tons of motor ships recorded by Lloyd’s Register in June 1921, 21 per 
cent. was on U.K. register. 


Tons. 

2 Built or converted to June 1919 . A pe 4 s 5 . 1,046,000 
Built since June 1919 . H : ‘ Z Z ‘ ; é 116,009 
Converted since June 1919. i : x . . 4 i 138,000 

1,300,000 
Building a F F 3 a ‘ > 5 ‘ E ge 5227000 
Converting . ; : ; ‘ é : : : : ; 244,000 
1,471,000 


; ae of Shipping, Annual Report, 1919-20, p. 25. Figures supplied by Lloyd’s 
egister. 
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cargo, thus placing on the homeward passage the whole expense of 
the round voyage. The actual dividends eventually distributed 
by the liner companies included in the Fairplay list for 1920 were 
rather larger than the previous year, giving an average return of 


13-18 per cent. on the paid-up capital. The cargo-boat companies, 


on the other hand, distributed only 11-48 per cent. as against 
12-47 in 1919. Both the liner and cargo-boat companies’ dividends 
were probably paid in large part out of investment income; but 
they were sufficient to attract a large amount of new capital into 
the business. The high freight quotations on the open market, the 
recollection of war profits, the prospect of release from control, and 
the general expectation of a world-wide boom in trade after the 
war led a section of the investing public to regard shipping with 
marked favour, and they responded readily to the appeals of 
speculative promoters. 

This tendency received a strong impetus in May 1919, when the 
Chancellor of the Exchequer announced that the Excess Profits 
Duty would be reduced from 80 to 40 per cent. Many people with 
little or no shipping experience rushed in not merely as investors 
but as managing owners, and the price of second-hand tonnage was 
forced up to heights exceeding anything known during the war. 
Sales recorded during the second half of the year show an extra- 
ordinary appreciation in values during periods of even a few 
months. A steamer of 7,600 tons deadweight, built in 1915 and 
sold in December 1918 for £152,000, changed hands in November 
1919 for £200,000; another, of 7,200 tons deadweight, built in 
1904, realized £150,000 in June, and £225,000 in November; in 
January the price of an ‘A’ type standard freighter was about 
£20 12s. 6d. per deadweight ton, by September it had risen to 
£29 11s. 10d. In June 1918 the Fairplay index figure for a new, 
ready, 7,500-ton freighter stood at £180,000, but by the end of the 
year the figure had fallen to £169,000, or £22 10s. 8d. per deadweight 
ton, prices having weakened on the announcement that the 
standard ships were to be thrown on to the market. Following 
the Budget announcement, and in anticipation of an early com- 
plete removal of the Excess Profits Duty, there was a rush of buyers, 
and by June the index figure had increased to £26, by December 
to £31 per deadweight ton. 
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The optimism thus displayed was not shared by some old- 
established owners who remembered the slump, fatal to so many 
companies, which had followed the boom of 1900. The shortage 
of carrying-power was due, to a great extent, to conditions which 
would inevitably disappear as the economic life of the world 
settled down into its new channels. Moreover, the tonnage under 
construction was unprecedentedly great, both for the United 
Kingdom and the world as a whole. 

Great as was the destruction of shipping during the war, we 
have seen that the facilities for its replacement had been every- 
where increased, and those facilities were now employed to their 
full capacity. Already, the world’s total tonnage exceeded, 
nominally at least, the figures for June 1914; but it fell consider- 
ably short of the figures which, but for the war, would have been 
reached as the result of normal development. With a blindness 
which now seems incredible, British shipowners were urged to take 
the latter figure as an index to the real requirements of the world’s 
commerce, and to strive, as a patriotic duty, to re-establish on 
this basis the ante bellum proportion of British to world tonnage. 
In the Dominions and in foreign countries the spirit of economic 
nationalism arising from the war encouraged the attempt to secure 
a larger proportion of the carrying trade for the national flag. 

Shipowners, unfortunately for themselves, needed little urging 
to embark on new construction. The great British lines were 
naturally and properly anxious to resume their interrupted 
services, recover the ground lost to foreign competitors, and 
restore the normal balance between cargo and passenger tonnage. 
Unfortunately their managements were influenced, in some 
instances at least, by an optimism with regard to the restoration 
of the world’s political and economic stability which events proved 
to be ill founded, and both in their orders for new construction 
and in the development of their organizations, they indulged in 
capital expenditure which could only be justified by a speedy 
return to normal conditions. 

The increase in actual cost of new construction, as compared 
with 1914, was hardly less remarkable than the prices paid for 
ready and second-hand tonnage. Wages in the shipyards had 
doubled, and the cost of almost all shipbuilding materials was at 
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least two or three times as great as before the war. Further, owing 
to the unrest which had become permanent in the shipbuilding 
industry, the rate of construction was slow, so that the actual 
increase in labour costs exceeded the rate of wage advances. 
_Owing to the continual rise in costs and the general uncertainty 
of the position, it had for some time been practically impossible 
to place orders except on a ‘ time-and-lime’ basis (i. e. actual 
realized costs, plus a percentage of profit), which placed on the 
purchaser the whole burden of increasing costs. It was on this 
basis that the standard ships were built, and its adoption had been 
sharply criticized as removing the normal incentives to economy 
and dispatch. Its use, however, had become universal, and even 
after the war it was practically impossible to get shipbuilders to 
quote a price. 

In the autumn of 1919 it was calculated that a cargo liner of 
insulated type which cost £135,000 before the war could not be 
procured, on a time-and-lime basis, for less than £500,000. By the 
end of 1919 the average cost of cargo-liner construction had risen 
to nearly £39 per ton gross, and in the following year it went up 
to well over £40. For tramp tonnage of good type, the cost of 
construction during the first two years after the war seldom fell 
below £18 or £20 per deadweight ton, and many ships were built at 
a cost of £25 per ton or more. On an average the cost of new 
construction during the period when war losses were being replaced 
may fairly be stated as about three times the 1914 level. 

Even these prices did not deter shipowners from building. It 
has been well remarked that ‘ the methods of war-time finance had 
apparently encouraged in this, as in other trades, an illusory 
belief in a necessary correspondence between cost and selling 
prices ’,2 and the high cost of shipping was taken as evidence that 
correspondingly high freights would continue to be earned. 


1 The following figures were given by Mr. W. J. Noble as the actual cost of two 
similar vessels of 10,600 tons deadweight launched in 1914 and 1920 respectively : 


1914 1920 

£ aS 
Labour , : 4 . 24,300 66,006 
Material 4 5 é . 49,585 173,118 

73,885 203,121 


2 —D. H. Robertson, in Manchester Guardian Commercial, ‘ Reconstruction in Europe’, 
Section II, p. 73. 
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Owing to the slowness of construction arising from the shorter 
hours and lessened productivity of labour and from delays in the 
delivery of materials, the actual tonnage launched in the United 
Kingdom during 1919 was well below the 1913 record ; but at the 
end of the year nearly 3,000,000 tons was under construction— 
1,000,000 tons more than in December 1913. For the whole 
world, the actual output (exclusive of American Lake tonnage) 
was 6,640,000 tons, more than twice the 1913 figures. Nearly 
7,700,000 tons was under construction on 3lst December. 

To owners who could remember previous slumps caused by 
over building, these figures were ominous. A glut of tonnage 
inevitably implied falling freights ; yet it was obvious that, with 
both new and second-hand tonnage at such inflated prices, very 
large earnings would be required to show a return on the new 
capital invested and enable book values to be written down to 
a prudent level. Moreover, enormous running costs had to be 
provided for. Wages remained at the war level; insurances had 
to be effected with due regard to the increase in replacement 
costs; the prices fixed for bunker coal constituted a heavy tax 
upon the industry, and every other item of expense—stores, 
provisions, port disbursements, repairs—stood at two, three, or 
four times the level of 1913. A series of tables prepared for the 
Chamber of Shipping from the accounts of actual voyages made 
by a number of typical vessels in 1913-14 and 1920, respectively, 
showed an average advance in running costs, exclusive of manage- 
ment and depreciation, amounting to 149 per cent. in the coasting 
and 285 per cent. in the foreign trade.1 

In these circumstances, the shareholders in some old-established 
cargo-boat companies preferred to realize the large capital appre- 
ciation on their fleets and invest in gilt-edged securities, rather 
than trust to a continuance of the boom. They found ready 
purchasers in the big lines anxious to restore their services or 
extend their connexions, and in the new type of owners who had 
come into the business during the war. Among these recent 
creations was the Western Counties Steamship Company, which, 
in March 1920, invited subscriptions for £1,000,000 of Ordinary 
Shares on its acquisition of the Sutherland Steamship Company’s 


1 Annual Report for 1920-1. See also Appendix, Table 44. 
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vessels. The issue was over-subscribed, and brought up the 
capital of the company to £2,250,000 in shares and £1,000,000 in 
debentures. The fleet consisted at that time of 28 steamers, 
- aggregating 180,922 tons deadweight, with an average age of 
13 years, and cost £22 5s. per ton. It is not therefore surprising 
that Fawplay remarked, ‘ The 17,000 shareholders who invested 
in the company must have been particularly optimistic as to the 
future of shipping.?! Another remarkable transaction was the 
sale of the Cork Steamship Company to Amalgamated Industrials, 
at the price of £70 for each £10 share. 

Those who paid these prices were gambling both on a main- 
tenance of high freights and on the final removal of the Excess 
Profits Duty. They were speedily undeceived. For the first few 
months of 1920 freights continued to rise and values rose with 
them until, in March, the Fairplay index reached the unprece- 
dented level of £34 10s. per ton. The Budget of 1920, however, 
instead of removing the Excess Profits Duty, raised it to 60 per 
cent., and introduced a new impost in the 5 per cent. Corporation 
Profits Tax. This in itself was sufficient to check the rage for 
speculation, and by June the price of a new, ready 7,500-tonner 
had fallen to £24 per ton. By this time, however, other influences 
had come into play. The curve of freights fell as rapidly as it had 
risen. From January 1920 it is possible to measure the course of 
the markets by the Chamber of Shipping index number, prepared 
from an analysis of quotations in twenty-seven representative 
tramp trades, with the yearly average for 1920 as the datum line. 
In January this index number stood at 123; by March it had 
risen to 141; from this it fell away rapidly to 112 in June, and 
during the remainder of the year it varied between the limit of 
95. and 80 until December, when it crashed to 50. The corre- 
sponding time-charter index followed, approximately, the same 
course. 

Both the date and the extent of the break in freights varied, 
naturally, between route and route. We are concerned here, 
however, only with the broad facts of the situation. These are 
sufficiently obvious. By June 1920, the steel and iron steam and 
motor tonnage of the world was greater than in 1914 by 7,000,000 


1 Fairplay, 6 January 1921, p. 116. 
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tons or 14-2 per cent. On the other hand, British imports during 
1920 were less in volume by 9,000,000 or 10,000,000 tons than in 
1913, and owing to reduced output, strikes, and high prices, the 
coal exports were reduced by 48,000,000 tons. Taking together 
all imports, exports, and re-exports, the total reduction in the 
volume of British trade was no less than 62,000,000 tons or 
about 42 per cent. As against this must be placed an increase of 
19,000,000 tons in American coal exports, mostly in substitution 
of British supplies ; but taking into account the reduced purchas- 
ing power of most European countries, and the utter prostration 
of a great part of the Continent, it may fairly be assumed that the 
percentage reduction in volume was at least as great in the world’s 
total trade as in that of the United Kingdom. 

Even after allowing for the increase in average length of 
voyages, the world was clearly over-stocked with shipping. During 
1919 the surplus was concealed by the demands of repatriation, 
the execution of delayed repairs, and the acute congestion of the 
ports ; but by 1920 the two former factors had, to a great extent, 
disappeared, and the third was less acutely felt. With about 
a million and a half tons of new shipping taking the water every 
three months, a slump in freights became inevitable. Its rapidity 
was due to a combination of unfavourable factors—a poor monsoon 
in India which curtailed the export of grain, restrictions on grain 
exports from the Plate, and a slackening of demand from the 
United Kingdom, due partly to lessened industrial activity and 
partly to the large stocks accumulated by the buying Departments 
and private importers. Once the markets had broken, the con- 
tinual addition of new tonnage effectually prevented any general 
revival. 

One result of this catastrophic fall in freights was to accelerate 
the release of shipping from control. By the War Emergency 
Laws (Continuation) Act, which received the Royal Assent on 
31st March 1920, the Controller’s powers were continued, irrespec- 
tive of the conclusion of peace, until 31st August of that year, and 
they were, in fact, prolonged beyond that date, for, owing to the 
failure to conclude peace with Turkey, a state of war existed, 
legally, until far into 1921. When the break in freights came, 
however, the Government frequently found themselves able to 
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secure tonnage on the open market at less than the limitation 
rates. A renewed spurt in North Atlantic freights during April 
led to a partial renewal of the liner agreement which had been 
- allowed to lapse in March; but by midsummer it had become 
clear that no special powers were needed to secure a plentiful 
supply of cheap tonnage. The Controller accordingly intimated, 
on 7th July, that licences would be refused only in exceptional 
circumstances, and that as from 15th July all limitation freights 
would be withdrawn. During August the lines were finally freed 
from all obligations, other than those relating to insulated space, 
and on 4th September the Controller announced that applications 
for licences need no longer be made, as he would issue a general 
licence permitting all ships to be fixed freely in any trade. His 
powers, however, were only dormant, and during the coal strike 
in October they were used to requisition a number of vessels and 
to redirect or hold up between 400 and 500 others with coal on 
board or available for loading. 

This was the last occasion on which the power of requisition 
or direction was exercised, and in March 1921, with the passing 
of the Ministry of Munitions and Shipping (Cessation) Act, the 
office of Shipping Controller came to an end. By this Act all 
powers conferred on the Controller by Defence of the Realm 
Regulations were expressly repealed; all other powers and 
duties he had exercised were transferred, with the property, rights, 
and liabilities of the Ministry, to the Marine Department of the 
Board of Trade, reorganized and reconstituted as the Mercantile 
Marine Department. 

Of all the fetters imposed on shipping during the war, there now 
remained only the transfer restrictions and the requisition of 
insulated space. The agreement with the owners of refrigerated 
tonnage terminated in March 1920; but the Ministry of Food 
continued its purchases of dairy produce, and the Board of Trade 
Meat Department prolonged, mainly for the benefit of the 
Australian Government and shippers, on whose hands large stocks 
had accumulated, its operations in Australia and New Zealand. 
The Australasian lines accordingly agreed to renew the agreement 
for the period March—November 1920, and to provide, whether 
the power of requisition continued or no, all space required for 
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Government cargo up to 30th April 1921. In return, the Board 
agreed to increase the rate to 144s. per 40 cubic feet, to cover the 
increased cost of bunkers. 

During 1920 a few Australasian ships were temporarily released 
to their owners for the carriage of New Zealand lamb to the United 
States, and from December onwards, as the accumulated Govern- 
ment stocks diminished, a proportion of space in all ships was 
released for the carriage of free produce. This proportion steadily 
increased until April, when the whole agreement came to an end. 

In the Plate trade the position was rather curious. The 
Board of Trade’s meat contract expired on 31st December 1919, 
and from that date the Government shipments were confined to 
a few special cargoes of meat and the butter and cheese purchased 
by the Ministry of Food. To lift the requisition, however, would 
expose the shipowners to ruinous losses, as the rates would 
automatically revert to those fixed by contracts existing at the 
outbreak of war. The Board accordingly continued, for the 
protection of the lines, who had served them well, to exercise their 
right of requisition, charging the meat companies the rates actually 
payable to the shipowners under the Agreement of March 1919. 
Not till August 1921, by which time the lines had been able to 
negotiate new contracts, did the Plate requisition come to an end. 

It was in the same month that the transfer restrictions were 
lifted; but in considering this final act of de-control it is necessary 
to go back to August 1920, when Lord Inchcape, having com- 
pleted his disposal of the standard ships, undertook, again without 
any remuneration, to dispose of the surrendered German shipping 
allocated by the Reparations Committee to Great Britain, and 
of the prize steamers still on the hands of the Admiralty. 

The direct influence of these sales on the course of freights may 
easily be exaggerated, for a large proportion of the ships had 
already been employed for some months by the Ministry of Ship- 
ping, and their transfer to private owners represented no 
appreciable addition to the available carrying-power. On the 
other hand, the lists contained a number of new vessels, or of 
vessels which had only recently completed their repairs, and were 
now brought into active employment for the first time since 1914. 
Further, the fact that the sales were confined to British buyers, 
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coupled with the restrictions on the transfer of British tonnage, 
undoubtedly helped to stimulate the activity of foreign ship- 
builders and thus to maintain the output of superfluous tonnage. 

Whatever its effect on freights, the sale of ex-enemy tonnage 
unquestionably accelerated a decline in values, which accompanied 
and outstripped the fall in freights ; though here again its influence 
must not be exaggerated, in view of the steadily increasing glut of 
world tonnage. By December 1920 the price of a new, ready, 
7,000-ton cargo-boat had fallen to £14 per deadweight ton, the 
lowest level it had reached since the autumn of 1915, and the 
following year saw a still further decline. Bad as the year 1920 
had been for shipowners, 1921 was far worse. While the supply 
of tonnage was still increasing, demand declined. A ruinous coal 
strike reduced British exports of coal to a still smaller figure than 
in 1920, and both imports and exports, other than coal, showed 
a large reduction on the figures of the previous year. American 
coal exports also fell away heavily, and by October 1921 the 
Chamber of Shipping freight index had dropped to 30. On many 
routes the actual freights were down to the level of 1913, while 
running expenses were still abnormally high. In these circum- 
stances the position of companies which had acquired tonnage 
at inflated prices during the boom became almost impossible, and 
the anticipation of forced sales by mortgagees still further 
accelerated the slumps in values. By September 1921 the 
Fairplay index figure was down to £8 per ton, the level of December 
1914; ‘A’ type standard freighters, which had been run up during 
the boom to £280,000, or £330,000 to foreign buyers, were now 
changing hands at £54,500 to £60,500. 

Even at the low prices prevailing in 1921, it was not easy to 
dispose of ships, and the sale of ex-enemy steamers slackened so 
seriously that it became necessary to consider the advisability 
of permitting foreign purchases. The North of England Steam 
Ship Owners’ Association took the lead in urging on the Govern- 
ment that the restrictions were largely accountable for the slump 
in values, and as from Ist July the sales were thrown open to 
buyers of all nationalities. Further, on Ist August, the President 
of the Board of Trade announced that he was prepared to grant, 
as a matter of course, all applications for licences to transfer 
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British ships. The result of this last concession was that many 
owners disposed of their older steamers, to enable them to purchase 
more modern German vessels, and comparatively few of the 
surrendered ships ultimately went abroad, with the exception 
of a number bought back by German owners, who thereupon 
cancelled their orders for new construction in their own shipyards. 

Even when the whole of the ex-German shipping had been 
absorbed, there was no hope of a recovery in values. Shipping 
was now feeling the full effects of the reaction from the boom gf 
1919-20. The cargo-boat companies included in the Fairplay list 
for 1921 paid dividends giving an average return of 8-13 per cent. 
to the shareholders; but this figure would have been much 
reduced had all the new companies followed the example of the 
older concerns in writing down drastically the book value of their 
fleets. With ships purchased at £20-30 per ton, now worth less 
than half that sum, the financial position of many of these new 
companies was exceedingly shaky, and Fairplay commented 
severely on the action of managers who distributed dividends of 
12% or 15 per cent. tax free, which could only delude the share- 
holders as to the real facts of the situation. 

In the two following years the crash came. The percentage of 
profit, less 5 per cent. depreciation, to book values, was less than 
2 per cent. in 1922, and less than 1 per cent. in 1923. The actual 
dividends distributed in those years gave a return on paid-up 
capital of 5-79 per cent. and 4-81 per cent. respectively ; but in 
both years the provision for depreciation was wholly inadequate. 
The well-managed, old-established companies had already written 
down their fleets, in some instances to breaking-up value, and 
could afford to distribute a decent dividend out of their trading 
and investment income; but many of the companies created 
during or after the war could neither give a return to their share- 
holders nor provide for depreciation. Of 64 companies included 
in the list for 1922, no fewer than 31 passed their dividends ; in 
the following year the proportion rose to 42 out of 71. 

Nor was this all. Many mushroom concerns had passed 
altogether out of existence. Amalgamated Industrials, which had 
so recently acquired the Cork Steamship Company at a fancy 
price, was one among many victims of the slump. Still more 
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disastrous was the crash of the Western Counties Shipping Com- 
pany. Of over £3,000,000 invested in its shares and debentures, 
only about £400,000 was ever recovered.t| Among the companies 
. that still struggled on, hoping for better days, there were many 
whose fleets stood in the books at round about £20 per ton, with 
no reasonable hope of ever being able to write them down to a 
figure bearing any resemblance to their market value. 

The big lines stood, generally speaking, in a stronger financial 
position, having ruthlessly written down their fleets out of war 
earnings ; but several of them had watered their stocks by the 
issue of bonus shares, or the offer’of unissued shares to the share- 
holders at less than market prices, and almost all of them had been 
compelled to increase greatly their capital and liabilities, owing 
to the enormous cost of replacing passenger tonnage. Apart from 
the general fall in freights, the Atlantic lines had been heavily 
hit by restrictions on emigration into the United States, and many 
companies were only enabled to pay a moderate dividend by the 
interest on their invested reserves. 

It was, of course, during these years of falling freights and 
heavy building and running costs that the restriction of ship- 
owners’ war profits by their exclusion from the ‘ one account ’ 
system for Excess Profits Duty was most acutely felt. The 
position of many well-established companies would, indeed, have 
been extremely serious had not a liberal interpretation been placed 
on the terms of Section 40 of the Finance (No. 2) Act of 1915, 
relating to special relief in cases of exceptional depreciation of 
assets. On the basis of this clause shipowners had been encouraged, 
even after the Finance Act of 1917, to acquire tonnage at the high 
prices then ruling, on the understanding that an adjustment of 
Excess Profits Duty would be made after the war in respect of 
the difference between the cost and post-bellum value of such ships. 
By the Finance Act of 1921, the date at which the value was to 
be taken for the purposes of the clause was fixed at 31st December 
1920; but in view of the heavy fall in tonnage values after that 
date, the Government gave an assurance that a reasonable 
latitude should be allowed in applying the provisions of the Act.’ 

1 Fairplay, 4th January 1923, p 
2 See Chamber of Shipping, rea PoE 1921-2, pp. 252-5, 
ce2 
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Even with this assistance, replacement costs and the losses due 
to low freights and high running costs ate away a large proportion 
of the accumulated earnings. To draw up, for the whole industry, 
a profit and loss account covering the whole period affected by the 
war and its aftermath is, unfortunately, impossible. Indeed, the 
effects of the war are still being felt. 

For the period 1915-23 inclusive, the dividends distributed by 
the passenger lines in the Fairplay tables gave an average return 
of 10-35 per cent. on the paid-up capital. The cargo-boat com- 
panies gave an almost precisely similar return—10-36 per cent.— 
and the ‘ Profit from Voyages ’, less 5 per cent. depreciation, shows 
a percentage of 11:38 on book values. These tables do not, of 
course, show the capital appreciation of companies wound up 
during the war boom, nor the loss of capital involved in post- 
bellum failures ;1 but while a complete financial statement for the 
whole industry is impossible, it may, at least, be said with safety 
that, while many shipping companies, managing owners, and 
speculators in shipping shares reaped large fortunes from the war, 
the financial effects on the industry as a whole differ widely from 
any calculation based solely on the earnings during the war boom. 

It was not until 1921 that the glut of tonnage and consequent 
slump in freights affected seriously the output of new shipping ; 
but from the middle of that year the decline was rapid. The cost 
of construction was now so far above the market price of the 
completed ship that few owners would place orders, and a large 
number of contracts were thrown upon the builders’ hands. For 
the eighteen months ending 30th September 1922 the new 
tonnage commenced in the United Kingdom was much less than 
for any single quarter during 1920, and the figures of shipbuilding 
abroad showed a similar decline. Further, the construction of 
many vessels was suspended, especially in the United Kingdom, 
owing to cancellation of contracts, or the inability of owners to pay 
instalments, and of 2,600,000 tons under construction in British 
yards at the end of 1921, work was proceeding on less than 
2,000,000 tons. 


1 Of 82 companies in the Cargo-boat table for 1915, only 31 are to be found in the 
table for 1919, and only 22 in that for 1923. The companies included in the Passenger- 
Line tables do not vary much throughout the period, though the interests, in some 
instances, were merged, 
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This slackening of the stream of new tonnage came, however, 
too late to restore the equilibrium between demand and supply, 
and the year 1921 was marked by extensive laying-up of tonnage, 

-either because cargoes were unprocurable, or because charters 
could only be secured by accepting rates insufficient to cover the 
expenses of the voyage. So far as the United Kingdom was 
concerned, the figures of laid-up tonnage naturally reached their 
apex during the coal strike in the summer of 1921 ; but in January 
1922 there was still nearly 2,000,000 tons of shipping laid up in 
British ports, and for the world as a whole the figures were 
approximately 11,000,000. Of this, 4,300,000 tons was tonnage 
owned by the United States Shipping Board, the greater part of 
which must be regarded as, for all practical purposes, written off. 
The remainder, roughly 7,000,000 tons, was temporarily with- 
drawn from the market in hope of better times. The one 
satisfactory feature of the situation, from the British point of 
view, was that the proportion of laid-up tonnage was smaller 
in respect of British than of foreign shipping. Heavy as were the 
individual losses, British shipping was proving that it retained 
its old efficiency, and was gradually forcing its way back into 
the trades from which it had been ousted during the war. It was 
not, however, until 1923 that more favourable trade conditions, 
and particularly a revival of the coal exports,! led owners to 
hope that a turning-point had been reached. 

In one respect, at least, shipping was more fortunate than the 
majority of the great British industries. Catastrophic as were the 
fluctuations that marked the transition from war to peace con- 
ditions, the consequent adjustments in wages were effected without 
resort to the weapons of industrial warfare. For this credit must 
be given to the working of the National Maritime Board, which 
was reconstituted on a permanent basis in November 1919, and 
through whose instrumentality the process of deflation was 
gradually and carefully accomplished. 

It will be remembered that the standard national wage for 
able seamen at the armistice was 230s. a month, plus 60s. war-risk 
bonus. This bonus, having been granted in consideration of the 
increased cost of living, was not withdrawn on the disappearance 


1 The revival, however, was due in large part to temporary causes. 
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of war risks, and no change was, in fact, made in the rate of pay 
until June 1921, with the exception that the bonus was merged, 
in May 1920, into a consolidated wage. 

Down to the summer of 1920 the economic position of the 
merchant seaman may fairly be said to have compared very 
favourably not only with his position before the war, but with that 
of workers in shore industries. The percentage increase in the 
A.B.’s wage index was substantially greater than in the Ministry 
of Labour’s cost-of-living index, or in the index of average shore 
wages. For a brief period in the winter of that year the cost-of- 
living figure rose to the level of the wage index; but from this 
point it gradually fell away, and in April 1921 stood at 233 against 
a wage index of 276. The seamen’s comparative advantage, . 
however, had largely disappeared owing to the increase in shore 
wages. 

By this time the great slump in freights which began in the 
spring of 1920 had been in progress for over a year, and had very 
nearly reached the rock-bottom of depression. With freights back 
to round about the 1914 level it was obvious that the industry 
could no longer stand an increase in wages of 176 per cent., and 
a cut of 50s. was agreed to by the men’s side of the National 
Maritime Board, together with certain modifications in the over- 
time agreements. A further cut was proposed for December 1921 ; 
but, under pressure from the Union representatives, was postponed 
until 1922, on the understanding that the question should then be 
decided, not on cost-of-living figures, but on the capacity of the 
industry to pay, as shown by the freight index. Unfortunately, 
freights showed no improvement, and by two further cuts of 30s. 
in March 1922 and 10s. in May, the standard wage was reduced 
to 200s. a month. At this figure it gave a real wage slightly greater 
than in 1914, but a little lower than the average of shore industries, 
in which, while wages took longer to overtake the cost of living, 
they fell rather more slowly. 

On the whole, it seems reasonable to concede the claim of the 
Secretary of the National Maritime Board,! that the process of 
defiation was fairly accomplished. If the seamen’s wage fell more 


1 G. A. Vallance, ‘The Economic Status of the Seaman, 1914-22’, in Brassey's 
Naval and Shipping Annual, 1923. 


DEFLATION OF WAGES 391 


rapidly than that of the average shore-worker, it must be remem- 
bered that, during a long period of rising prices, he had enjoyed 
a position substantially above the average, and that no cut was 
_made until a ruinous slump had been in progress for over a year. 
Moreover, the process had been free from the prolonged struggles 
which marked the rise and fall of wages in so many industries. 
The effect was seen in the spring of 1924 when the men demanded 
an advance on the ground of the improved prospects of the 
industry, and the owners, while regarding the improvement as 
prospective rather than actual, conceded 10s. a month, on the 
specific ground that they would rather risk a miscalculation than 
imperil the working of machinery that had served so well in the 
past. It would be difficult to imagine a more striking contrast 
to the attitude of the Shipping Federation and the Unions before 
the war. 


CHAPTER XXVI 
OTHER POST-BELLUM DEVELOPMENTS 


In order to present a true picture of the economic effects of the 
war on the shipping industry it has been necessary to bring this 
narrative down, in certain respects, to a date long after the 
conclusion of hostilities. It is, indeed, the great difficulty of any 
attempt to deal with the effects rather than with the incidents of 
the war, that no logical halting place can be found, and this 
difficulty is increased by the impossibility of distinguishing clearly 
between the direct results of the war itself and the reactions of 
post-bellum policy. In its broader aspects the history of shipping 
from November 1918 onwards reflects faithfully the economic 
disturbance caused by four and a half years of conflict ; but that 
disturbance was, unquestionably, aggravated by the obstacles to 
trade revival presented by certain clauses of the Peace Treaties, 
and by the intensely nationalist policies pursued, after the war, 
by most of the belligerents. On the other hand, the revival of the 
coal export trade in 1922 and 1923 was closely connected with 
political developments on the Continent. Even to-day we are far 
from having reached a degree of economic stability permitting 
definite comparison between ante-bellum and post-bellum conditions. 

It was not, of course, only on the financial side that the war 
affected shipping, and the years which have elapsed since the 
signature of the armistice have seen many remarkable develop- 
ments in construction, policy, and organization; but it is un- 
necessary to recapitulate here the analysis of war conditions 
already attempted, and it would be foreign to the purpose of this 
book to enter on a description of post-bellum developments, 
however important, the origin of which cannot be traced to those 
conditions. Only brief mention can be made of other develop- 
ments which, though they may have been stimulated by the 
events of 1914-18, cannot be ascribed exclusively to war causes. 

Such brief reference must suffice, for instance, for the progress 
made since the war in the use of oil fuel, the greatest revolution 
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in ship construction since the transition from sail to steam. There 
is no doubt that the use of oil fuel in merchant ships received an 
impetus from the great extension of oil-burning in the Navy during 
_the war, the consequent increase in the tanker fleets, and the 
establishment of British factories for the production of Diesel 
engines. It received, as we have seen, a still stronger impetus 
during the period of de-control, from the enormous rise in the cost 
of bunker coal, and in June 1924, 3:09 per cent. of the world’s 
tonnage consisted of motor vessels, and 26:79 per cent. of oil- 
burning steamers. What is still more significant, nearly one-third 
of the tonnage then under construction was motor tonnage. 
So far as the use of oil in furnaces is concerned, this development 
may be attributed mainly to war influences ; but the future of oil 
at sea lies, undoubtedly, with the internal-combustion engine, and 
here the war did, probably, no more than accelerate a process 
that the march of invention had rendered inevitable. 

So, too, the disappearance of the sailing-vessel from the 
ocean-tracks, now almost complete, was hastened by the destruc- 
tion of sailing tonnage and the great increase of the wages bill; @_~ 
but, in any event, the passing of the ‘ wind-jammer’ was only/ U))\ 
a matter of time. Its causes were economic, not military. > 00! 

More strongly marked, and closely connected with the financial/ | 
conditions already described, was the influence of the war on the 
internal organization of the industry. The tendency to amalgama- 
tions and combinations was, indeed, increasing for some time 
before the war ; but we have seen that it was greatly accentuated 
by war conditions. The result has been to extinguish many 
well-known fleets as separate interests, and in particular to 
increase enormously the influence of the *‘ Big Five ’—the P. & O., 
Royal Mail, Furness Withy, Ellerman, and Cunard groups. There 
are some who hold that the tendency has been carried too far, 
and that when the present heads of the big combinations are gone 
—men trained in a school of unrestricted competition—these vast 
aggregations of interests will prove too unweildy for successful 
operation. It must be remembered, however, that in some, at 
least, of the largest groupings, the individual traditions and 
initiative of the component lines are jealously preserved. 

It was not only by the process of merger and absorption that 
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the big lines made good their losses, and their purchases of tramp 
tonnage, coupled with the practical extinction of the tramp busi- 
ness during the war, had the result of disturbing, to a very marked 
extent, the old balance between tramp and liner tonnage. This 
tendency persisted after the war, and some tramp owners con- 
tended that the close association of the liner organizations with 
the Ministry of Shipping gave them an unfair advantage when the 
standard ships were being sold. A more convincing explanation 
of the failure to restore the balance is to be found in the urgent 
need of liner companies to restore their services, their larger 
financial resources, and the uncertainty of the outlook. The 
decline in coal exports, and other features of the transition 
period, hit the tramp owners particularly hard, and they were 
slower than the lines to make good their losses; while the new 
speculative owners who came into the market in 1919, looking 
mainly to immediate profit, were more inclined to pay fancy prices 
for second-hand ships than to place orders for new construction. 
Unquestionably, the proportion of liner to total tonnage is con- 
siderably larger to-day than before the war; but any real trade 
revival would probably have the effect of an increase in the 
tramp fleets. 

Apart from questions of ownership, the effect of war conditions 
was, undoubtedly, to strengthen the internal organization of the 
industry. Both the desire of the Government to secure the 
co-operation of the shipowners in meeting war emergencies, and 
the desire of the shipowners themselves to put their case effectively 
before the controlling authorities, increased greatly the work and 
the influence of the Chamber of Shipping and the Liverpool Steam 
Ship Owners’ Association. During the years 1917 and 1918 the 
Chamber was thoroughly reorganized on a basis making it more 
representative, especially of the liner interests, and providing for 
an increase of permanent staff which added greatly to its efficiency. 
Further, co-operation between the Chamber and the Liverpool 
Association became closer, more continuous, and more effective, 
as was shown by the work of their Joint Committee on trade after 
the war, and their joint initiative in convening the great inter- 
national shipping conference of 1921. 

The Shipowners’ Parliamentary Committee, the Shipping 
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Federation, and the Merchant Shipping Advisory Committee 
continued to perform the same functions as before the war; but 
the work of the Shipping Federation has been profoundly affected 
_by the events of 1917-18. The organization set up to deal with 
manning and wages questions during the war was maintained after 
the armistice. Early in 1919 the various bodies representing 
officers and men of the Mercantile Marine were affiliated in a new 
organization, the Seafarers’ Joint Council, and in November of 
that year, as we have seen, the National Maritime Board was 
re-organized on a permanent basis, the system of joint supply, 
which had worked so well in the war, becoming a permanent 
feature of the industry.1 

To the credit of the National Maritime Board must be set the 
successful accomplishment of the difficult task of wage deflation, 
and there can be no doubt that the general conditions of service 
afloat are to-day very substantially better than before the war. 
Real wages have increased, even allowing for deflation, and the 
seaman has been brought within the scope of the Unemployment 
Insurance Scheme.2 The crew accommodation, not only in 
standard ships but in other vessels built during and after the war, 
shows a great advance on older standards ;* the cooking and 


1 Under the new organization the full Board consisted of 120 members (15 of each 
side to form a quorum), and for all other than general purposes was divided into five 
panels on each of which the Shipping Federation and Liverpool Employers’ Association 
had 12 representatives. The representatives of the employed were appointed as follows : 
Masters Panel, 6 by the Imperial Merchant Service Guild, the Mercantile Marine 
Service Association, and the Association of Coast-wise Masters, Mates, and Engineers, 
6 elected by ballot; Navigation Officers’ Panel, 12 by the three bodies above named ; 
Engineer Officers, 12 by the Marine Engineers’ Association and the Amalgamated 
Society of Engineers; Sailors and Firemen’s Panel, 12 by the National Sailors’ and 
Firemen’s Union and Hull Seamen’s Union; Catering Department Panel, 12 by the 
National Union of Ships’ Cooks, Stewards, Butchers, and Bakers. The functions of 
the Board and the arrangements for District Committees and Port Consultants were 
on similar lines to the oldscheme. At a later date the Cooks’ and Stewards’ Union, being 
dissatisfied with the conduct of deflation, broke away from the Board and the Sea- 
farers’ Joint Council, and joined the National Seafarers’ Union, which had never been 
represented on either the old or the new Board. Many cooks and stewards are, however, 
members of the Sailors’ and Firemen’s Union. 

2 A considerable sum known as ‘ Lascar Moneys’ has been accumulated from the 
compulsory employers’ contributions under this and the Health Insurance Scheme in 
respect of men not domiciled in the United Kingdom, who are themselves exempt 
from contribution and not entitled to benefit. This fund has been utilized for the 
general benefit of seamen, inter alia, by the payment of pensions to men past work 
but not yet eligible for old-age pensions. 

3 Shortly after the war there was an agitation for the provision of separate cubicles 
in all ships; but it appeared that the feeling among the men was very divided—many 
preferring the greater sociability of the normal arrangements. 
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messing arrangements have been improved, and many owners 
have co-operated heartily with representatives of officers and men 
and the Workers’ Educational Association in the Seafarers’ 
Education Service, promoted by the World’s Association for 
Adult Education.1_ Unfortunately, while the Gravesend Sea School 
has continued to do excellent work, all proposals for a compre- 
hensive national system of training for sea service have hitherto 
broken down over the question of cost. 

The principal difficulties that have arisen since the war, in the 
conduct of the industry, have been quéstions relating to overtime 
in port and working hours at sea. In 1921 all overtime to 
navigating and engineer officers was discontinued; but some 
compensation has been found in extension of the principle of 
leave on pay. The question of working hours at sea naturally 
presents special difficulties, and is probably incapable of any but 
international solution. 

Both the great twin institutions which take their name from 
the coffee-house keeper, Edward Lloyd, came through the war 
with undiminished prestige. The great increase in shipbuilding 
and shipowning in some foreign countries naturally carried with 
it a development of marine insurance business, and more than one 
Government has attempted to foster this development by restric- 
tive legislation; but the position of London as the leading 
insurance centre of the world has not been seriously shaken, and 
a very large amount of foreign tonnage is still insured, or reinsured, 
on the London market, either by the great Marine Insurance 
Companies or by Lloyd’s underwriters. As for the Corporation 
of Lloyd’s itself, the war gave further proof, if proof were needed, 
of its immense importance as a channel of communication, an 
element of stability in the shipping world, and a source to which 
_the Government could turn for advice and co-operation on all 
matters relating to shipping and marine insurance. 

Lloyd’s Register too still holds its own as the greatest of the 
Classification Societies, though its younger rival, the British 


The first ship’s library supplied by the service was placed in the Blue Funnel Liner 
Aeneas in May 1920. There are now over a hundred such libraries. The programme 
includes the provision of cinematograph films and lantern slides, the formation of study 
circles, and educational work ashore. The expenses are mostly provided by the Unions, 
the shipowners’ associations, and individual owners. 
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Corporation, has continued to make progress, and the tonnage 
classed by some of the foreign societies shows an increase due to the 
war programmes.! The influence and authority of the Register were 
increased, in 1916, by the formation of an American Committee, 
and in 1920-1 by the formation of local committees in France, 
Sweden, Japan, and Holland, while in 1922 a working accord was 
arrived at with the Registro Italiano (formed by the amalgamation 
of the Italian Registro Navale and the old Veritas Adriatico of 
Trieste). The chairmen of all the foreign committees became, 
like those of the committees previously existing in Glasgow and 
Liverpool, e# officio members of the General Committee of the 
Register, and each country appointed a special technical repre- 
sentative. This development was of great importance, not only in 
strengthening the position of Lloyd’s Register itself, but in pro- 
moting the unification of constructional standards and enlisting 
the experience and skill of the best brains in all countries for the 
purpose of defining those standards. Its effect was seen in 1922 
when new rules for the construction of steel vessels, which had 
been discussed and criticized by all the Branch Committees, were 
issued by the society. 

The tendency to international co-operation has, indeed, been 
perhaps the most significant development in shipping affairs 
since the signature of the armistice. The strong nationalist 
sentiment excited by the war found its natural reflection in a 
tendency both to exercise discrimination against foreign flags 
and to impose domestic legislation on foreign ships within the 
national jurisdiction. Evidence of this tendency was afforded by 
the Jones Act and the discriminatory clauses of the proposed Ship 
Subsidy Bill in the-United States, by the reservation of the coasting 
trade in Chile and Uruguay, and by the Australian shipping laws, 


1 Vessels classed by the leading societies (from Brassey's Naval and Shipping 
Annual, 1925, p. 537). 


1913 1919 1924 
Lloyd’s Register f ‘ : ; 10,466 9,175 10,053 
British Corporation . ° s ; 876 1,002 1,234 
U.S. Record . 4 : : : 846 926 2,226 
Bureau Veritas E j 5 5,165 5,706 4,903 
Registro Italiano. : ‘ ‘ 1,442 699 1.901 
Veritas Adriatico . A i ; 1,146 516 2 
German Lloyd A ; ; “ 2,848 — 2,894 


Norske Veritas Z : : i 1,504 955 1,244 
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as well as by the British proposals discussed in a previous chapter. 
On the other hand, the tendency to international co-operation in 
shipping affairs which had been manifest before the war was 
strongly reinforced by that other current of post-bellum sentiment 
which found expression in the League of Nations. It may fairly 
be claimed that, in the clash of these two opposed tendencies, the 
strong stand taken by British shipowners in favour of international 
equality and co-operation has played a most important and 
salutary part. 

A great deal of the work that has been accomplished has been 
inspired and facilitated by the League of Nations itself. The 
Conventions on Freedom of Transit and on the Régime of Inter- 
national Waterways adopted at the Barcelona Conference of 1921, 
and the Conventions on Simplification of Customs Formalities, 
and on the International Régime of Railways and Maritime Ports 
adopted at Geneva in 1923, have done much to remove obstacles 
to international trade and transit, and to bring nearer the universal 
adoption of that principle of ‘ freedom of the seas in the sense of 
equal treatment of all flags in all ports’ to which the Booth 
Committee attached so much importance as a factor in the 
economic restoration of the world and the avoidance of future 
conflicts.1 

By those engaged in the shipping industry itself the importance 
of international co-operation has been fully realized, by none more 
than by the seamen. ‘The programme of the International Sea- 
farers’ Federation, formed in 1918, was a uniform international 
wage scale, and international standards for manning, food, safety, 
accommodation, and normal working hours in harbour and at sea. 
The whole of this ambitious programme is not likely to be realized 
in the immediate future. A uniform wage scale, for instance, 
presents very great difficulties, in view of the wide discrepancies 
in shore wages and standard of life between one country and 
another. There is no doubt, however, that the adoption of 
international minimum standards as regards accommodation and 


1 An admirable summary of the work done by the League of Nations in this direction 
has been issued by the Liverpool Steam Ship Owners’ Association under the title of 
International Commerce, Communications, and Transit. The United States, not being 
a member of the League, was not a party to these conventions, but sent ‘observers’ 
to the conferences and has shown sympathy with their object. 
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conditions generally is the true line of advance in an industry 
where international competition is so keenly felt, and there is every 
indication that British owners would welcome development along 
these lines. A beginning has been made by the International 
Labour (Seamen’s) Conference held at Genoa in 1920. Several 
of the draft conventions and recommendations agreed at that 
Conference—such as the Convention fixing the minimum age for 
employment at sea at 14 years, and providing for the establish- 
ment of employment facilities, and the recommendation concerning 
unemployment insurance—were on the lines of action already 
taken in Great Britain; but the second draft Convention, proposing 
the payment of compensation up to the amount of two months’ 
wages to shipwrecked seamen, marked a distinct step in advance. 
This proposal was approved by the Shipowners’ Parliamentary 
Committee and adopted by the British Government. 

In other directions great progress has been made towards 
uniformity in shipping law and practice. Within the British 
Empire such unification has been facilitated by the appointment 
of the Imperial Shipping Committee, composed of representatives 
of the Imperial and Dominion Governments and ‘ persons 
experienced in shipping and commerce’. This Committee has 
further been successful in bringing shippers and shipowners 
together with regard to complaints arising from the working of 
the Conference and more particularly the deferred rebate system. 

Internationally, the progress made has been largely due to the 
continued good work of the International Maritime Committee, 
whose draft code relating to the Carriage of Goods by Sea has been 
closely followed in both British and American legislation, and who 
have, further, prepared draft Conventions relating to limitation 
of shipowners’ liability, maritime mortgages and liens, and the 
legal status of State-owned ships engaged in commerce. Finally, 
reference must be made to the great International Shipping 
Conference held in London, in November 1921, at the instance of 
the Chamber of Shipping and the Liverpool Steam Ship Owners’ 
Association. At this conference every maritime country of 
importance was represented, and the subjects discussed included 
the unification of shipping documents, shipowners’ liability, the 
introduction of international load-line regulations, the carriage of 
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deck cargoes, the sub-division of passenger vessels, boats, and life- 
saving appliances,! and the taxation of shipping in foreign ports. 
Further, permanent joint committees were appointed to link up 
the various national organizations, and to prepare reports on 
matters dealt with at the conference for further consideration at 
another conference to be subsequently convened by the Chamber 
of Shipping. 

In most of these directions much remains to be done, both in 
giving effect to agreements already arrived at and in framing 
agreements with regard to subjects not yet covered. The tendency 
to international action has, however, been firmly established, and 
it would be difficult to exaggerate its importance. In no depart- 
ment of human activities is the contact between nations so close 
and continuous as in shipping; in few lie greater possibilities of 
friction. The association of shipowners, merchants, and jurists 
of all nations for the purpose of regulating these contacts will go 
far both to facilitate intercourse and remove causes of dispute. 
More than this, it is destined to play no small part in promoting the 
recognition of economic interdependence, and the habit of every- 
day, practical co-operation, on which alone can be established 
a real Society of Nations. 


1 The experience of the war having shown that many of the provisions of the 
Merchant Shipping (Convention) Act of 1914 were impracticable or ill-advised (parti- 
cularly as regards the relative value of boats and life-saving rafts), its operation has 
been postponed pending international agreement on a revised code. 


CHAPTER XXVII 


CONCLUSIONS 


WE have now sketched, however briefly and imperfectly, the 
effects of the war on British shipping, as shown both in the events 
of 1914-18 and in those post-bellum developments which can be 
traced directly to war conditions. To record these experiences 
for our future guidance in war and in peace is the main object of 
this book, which aims at being a history and not a thesis; but 
certain conclusions that emerge from the study of what happened 
during and after the war have already been suggested in the course 
of the narrative, and it is fitting that some attempt should here 
be made to draw them to a head. The survey must inevitably be 
brief and inadequate ; partly because we have not yet had time 
to assimilate the enormous mass of relevant material and attain 
a true historical perspective; partly because the problem of 
shipping is inextricably bound up with the problem of supplies. 
It is impossible, for instance, to judge fairly, or finally, the 
measures taken to control British shipping, except as a factor in 
the vast organization of State purchase and State distribution 
created during the latter years of the war. 

There is, indeed, no lesson which stands out more prominently 
in the economic history of the war than the fundamental unity 
of the whole complex system of purchase, finance, transport, and 
distribution which connects the consumer with the producer. 
We are apt to think of the voyage between port and port as a 
transaction complete in itself, and the use of the term * tonnage 
problem ’ for the problem of carrying-power has tended to confirm 
this attitude. Yet the war has taught us, or should have taught 
us, that the capacity and speed of the ships are neither the only 
nor necessarily the predominant factors in the problem of ocean 
transport. The ability of the available tonnage to fulfil our 
requirements depends on the loading facilities at the port of 
shipment and on the capacity of the port of discharge to receive 
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the cargo and distribute it, by road, rail, river, canal, or coaster, to 
the consumer or to inland storage. It depends on the synchroniza- 
tion of ship and railway movements, on the prompt issue of sailing 
and delivery orders, on the work done on the quays, in the docks 
and warehouses, in the offices of the shipowner and the merchant. 

If the cargo is not ready at the port of shipment as soon as the 
vessel is ready to load, ship-days are wasted. If goods are rushed 
forward faster than they can be loaded, congestion ensues, loading 
becomes slow, newly arrived ships are kept waiting for berths. 
If goods are delivered at the port of discharge faster than they can 
be distributed, congestion again follows. Quays and warehouses 
are choked ; the transit sheds that should be used for checking and 
sorting mixed cargoes are piled high for the purposes of storage ; 
discharge slows down, and long lines of ships await their turn at 
the quays. A shortage of labour, a shortage of cranes, or trucks, 
or lighters; an abnormal rush of imports; a failure to remove 
cargoes promptly to inland distributing centres, may diminish the 
stream of imports as effectively as an actual reduction in the 
number of available ships. Throughout a great part of the war, 
the problem of ‘ turn-round’ was at least as important as the 
problem of ‘tonnage’, and during the transition from war to 
peace it was congestion rather than tonnage that was responsible 
for the shortage of carrying-power. 

Here, it would seem, is one difficulty in the way of effective 
State control of foreign trade. The State, as constituted for the 
fulfilment of its political functions, tends to act in watertight 
compartments, and when it extends its activities to the economic 
sphere, it is extremely difficult to establish any system of co- 
ordination between the various authorities responsible for 
purchase, finance, transport, and marketing or consumption, so 
elastic and so responsive to changes in the situation as the 
ordinary machinery of commerce, with its intricate dovetailing 
of functions between producer, exporter, financier, shipowner, 
importer, and distributor, and its ruthless automatic checks on 
inefficiency and error. It is almost impossible to find any central 
directing authority with sufficient knowledge and experience over 
so vast a field, or capable of making its power felt, automatically 
and instantaneously, throughout all the complex ramifications of 
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the economic system. It is admitted that the working of the 
normal commercial machinery is, in many respects, wasteful and 
uneconomic, and it is claimed by some who took part in the control 
_ of trade during the war that such control effected large economies, 
by eliminating unnecessary competition between those engaged 
in transactions on the same plane. It is certain, however, that 
the results of control left much to be desired in respect of the 
essential co-ordination and adjustment between the different 
parts of that great complex transaction by which goods are 
transferred from the producer in one country to the consumer in 
another. During the later stages of the war, great efforts were 
made to secure, both in national and Inter-Allied controls, this co- 
ordination of purchase, transport, and distribution ; but we have 
seen that, even then, despite the simplification of the problem by an 
arbitrary redirection of purchases and unlimited State credits, there 
were still grave break-downs in co-ordination, involving a serious 
waste of carrying-power. It would be grossly unfair to represent 
the achievements of an improvised organization, in circumstances 
of extreme difficulty, as representing the maximum possibilities of 
administrative development. The work done by such bodies as 
the Allied Maritime Transport Council deserves and will repay the 
closest study by students of economic and social science ;1 but 
the impression remains that, in this respect at least, the war has 
emphasized the difficulty of replacing, by departmental control, 
the free play of economic forces. One thing is certain, under any 
conditions, whether of State Control or unfettered private 
enterprise, the importance of ‘ turn-round’, of the synchronization 
of shipping and railway movements, of close touch between those 
responsible for purchase, transport, and distribution, and of 
maintaining a free flow of traffic through the ports, stands out as 
one of the most important, and perhaps one of the least appreciated 
lessons of the war. 

The general question of State trading as an emergency measure 
of supply lies, with the exception of the point above discussed, 
outside the scope of this book. So far as concerns the control of 
shipping itself, two main points appear to stand out. To be fully 
effective for any of the ends for which it is proposed, the control 

1 See Sir Arthur Salter’s study in Allied Shipping Control. 
pd2 
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of shipping—apart from such control of voyages as is required for 
purely defensive purposes—must be international in character, 
and it depends on the control of commodities. 

To take first the last-mentioned point ; unless the cargo itself 
is on Government account, the only effect of fixing freights is to 
present an additional profit to the shipper or the importer. Unless 
the State is to decide definitely what is to be imported, and the 
priority in which different cargoes are to be shipped, it will be 
compelled to leave a free freight market in operation ; for it is 
impossible for the shipowner himself to exercise an arbitrary 
selection. Unless the State is in a position to ensure the arrival 
of goods at a port of shipment, it is useless to direct tonnage to 
that port. If tonnage is directed merely on an estimate of the 
demand, it will be necessary to provide a margin for miscalculation, 
with a consequent waste of carrying-power. Shipping is the 
handmaid of commerce, and unless the commercial interests are 
allowed to make known their requirements in the ordinary way, 
the requirements must be fixed by the State itself. 

Further, it is clear that control, to be fully effective, must be 
internationally applied. It is impossible for any single State to 
fix freights on cargoes carried under foreign flags, or to dictate 
movements of foreign tonnage. It is not easy for any group of 
States to do so. Much neutral tonnage was, unquestionably, lost 
to the Allies through their Freight Limitation Schemes, before the 
general withdrawal caused by the unrestricted submarine cam- 
paign, and much more would have been lost but for the system of 
bunker pressure. The control exercised over neutral shipping 
during the latter stages of the war was rendered possible only by 
the overwhelming military and economic strength of the Allied 
and Associated Powers, and by a ruthless exercise of belligerent 
rights. Even then, it was necessary to pay to neutral shipowners 
rates three or four times as great as those allowed to British 
owners. Here again, the fixing of such differential rates is 
clearly impossible unless the State is responsible for the marketing 
of the goods. 

It is true that foreign ships may be replaced by vessels under 
the national flag, withdrawn from the general carrying trade. 
This presupposes a reserve of shipping so employed, such as hardly 
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any other country except Great Britain possesses ; but the method 
itself is far from satisfactory. It involves the substitution of the 
flag as a test of employment for suitability of build, size, and 
position, and it plays havoc with the cross-voyages which are so 
‘important in trade and financial adjustments and in the economical 
use of tonnage. In any event, no Power can safely exclude, either 
by prohibition or by freight limitation, ships bringing cargoes from 
their own country. 

This point has an important bearing, not only on war measures, 
but on all such schemes of freight stabilization as have, from time 
to time, been proposed. It emphasizes also the importance of 
general international co-operation in the fixing of minimum 
standards, whether with regard to safety, commercial practice, or 
conditions afloat, and we have seen that the war has, in fact, been 
followed by a great development of international activity in these 
directions, the lead in which has been taken by the shipowners 
themselves. 

The control exercised during the war itself may be judged from 
two standpoints. Down to, roughly, the end of 1916, it was 
actuated mainly by the desire to restrict freights. During 1917 
and 1918 its main object was the maintenance of supplies. 

It is unnecessary to repeat at any length what was said in 
Chapter XVII; but it does appear important to emphasize that 
the conditions of 1917-18 bore no relation to those of ordinary 
commerce. The task performed, with conspicuous ability, by the 
Ministry of Shipping and the Allied Maritime Transport Council, 
was to concentrate the available tonnage on the shortest route, 
as a corollary to the purchase of supplies, on the credit of the 
State, in the nearest markets. That concentration was necessary 
in the circumstances then existing ; and for the reasons discussed 
in Chapters XIV and XVII it could not, probably, have been 
accomplished without an extension and centralization of control ; 
but it was, in itself, a last expedient, and one made possible only 
by the financial assistance of the United States. It enabled the 
necessary minimum of supplies essential for war purposes to be 
maintained ; but at a price in adverse exchanges, indebtedness, 
and commercial dislocation, which has added immensely to the 
burden of the war. 
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The question arises whether the necessity for so drastic a 
measure need ever have existed. The answer must inevitably be 
speculative ; but it is difficult to believe that, had the Government 
realized at an earlier period the limited number of ocean-going 
ships and the vital importance of carrying-power to the Allied 
cause, means would not have been found at an earlier date to 
check the havoc wrought by the submarines, to eliminate the 
waste of requisitioned tonnage by the services and the Allies, to 
permit shipowners to replace their war losses by new construction, 
to clear the congested ports, and to prohibit non-essential imports. 
Again and again the necessity of these measures was urged by the 
Transport Department, the Shipping Control Committee, the Port 
and Transit Executive Committee, and the shipowners themselves. 
It is clear that some, at least, of these measures might have been 
adopted, with very great advantage, at a much earlier date than 
that at which they were effectively taken in hand, and it seems 
equally clear that the long delay in grappling with the root- 
problems of carrying-power was due in part to a failure to compre- 
hend the gravity of the issues, in part to preoccupation with the 
problem of freights and profits. 

What those profits were we have seen. We have seen also 
(Chapters VII and VIII) that the abnormal advance in freights 
was due to economic causes and not to concerted extortion, and 
that the increase in freights was, at its worst, a minor factor in. 
the increasing cost of living. On the other hand, the psychological 
effect of enormous shipping profits was such as no Government 
could neglect, and as we have seen, the resulting orgy of speculation 
was bad, in every way, for the shipping industry itself. 

There is, unquestionably, something repugnant in all war 
profits, and while actual equality of sacrifice between combatants 
and non-combatants is impossible, there is a strong attraction 
in the idea of limiting all earnings and profits to the average peace 
level. Unfortunately, it is extremely difficult to fix officially the 
reward of economic activities without destroying, not merely the 
incentive to maximum effort, but the normal index of efficiency 
and correlation of demands. If general limitation is impossible, 
it becomes a question how far individual industries can be singled 
out for differential treatment. 
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It has been argued that shipping profits called for special 
restrictions because of the key character of the industry itself and 
its peculiar importance to the national life. This argument leads, 
logically, to a somewhat startling conclusion. The fact that the 
products or services of a particular industry are of exceptional 
value to the community may be a good reason for subsidizing the 
consumer, as was done with bread; but to base on this fact an 
argument for differential profit limitation is to suggest that, in 
times of crisis, the economic reward of economic services should 
be in inverse ratio to their value. 

The taxation of war profits stands on a different footing. There 
was great force in the shipowners’ objections to the differential 
treatment to which they were subjected in respect of Excess Profits 
Duty ; but in so far as such taxation was applied generally to all 
industries, they had no ground of complaint. It was just that 
those to whom the war had brought increased earnings should 
bear a proportionate share of the financial burden. Had it been 
possible to devise any general scheme of taxing capital appreciation, 
one of the most questionable factors of shipping finance would have 
been eliminated ; it was, certainly, an unfortunate paradox that 
the owner who sold his ships and retired from business should 
escape the taxation levied on those who continued to perform their 
essential functions. 

The object of the Government, however, was not merely to 
share the profits of the industry; but to keep them within 
reasonable bounds. Their mistake was in the long delay before 
attempting to deal with the root-evil of deficient carrying-power. 
Had the owners been allowed to build freely, had the ports been 
cleared, the effective supply of carrying-power might have been 
greatly increased ; had non-essential imports been restricted, the 
equilibrium between demand and supply might have been restored. 

Whether, and for how long, these measures would have sufficed 
to restore something approaching a normal equilibrium, is a 
question on which it would be rash to dogmatize. It may be that 
no possible methods of increasing carrying-power and checking 
the curve of losses would have kept pace with the development of 
the submarine campaign. The difficulties of import restriction 
would, admittedly, have been greater in 1915 or 1916 than in 
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1917.1. To the present writer, however, it seems clear that the 
attempt to restore the equilibrium between supply and demand 
should have been the first consideration. Nothing else could have 
solved the problem of maintaining essential supplies without the 
heavy sacrifices involved in the Atlantic concentration. And in 
so far as the equilibrium was restored, the restriction of freights 
and profits would have been achieved, automatically, with the 
minimum of commercial dislocation. 

It is argued by some shipowners that requisition should have 
been made universal from the first, in order to secure equality of 
reward between ships required for naval and military purposes 
and ships left in commercial employment. The great disparity 
between Blue Book and market rates only arose, however, after 
the situation as regards carrying-power had seriously deteriorated 
through causes which, in part at least, were remediable. And 
desirable as may be the principle of equality of sacrifice, its 
application in war can at best be imperfect, and must often be 
subordinated to expediency. Deliberate attempts to evade 
requisition for war purposes could have been dealt with by an 
earlier introduction of the licensing system. 

It may be added that the experiences of the war certainly 
suggest that, if requisitioning for commercial purposes be decided 
upon, the remuneration should be on a tonnage or percentage basis, 
and not on a flat rate. Owners whose honesty of purpose in. 
running their ships on Government account is above suspicion 
are emphatic in their condemnation of the flat rate system in the 
commercial services. 

In any attempt to apply the experience of the war, it is essential 
to remember that the war itself was abnormal both in its extent 
and its duration, and that every economic problem was compli- 
cated for Great Britain by the immense and unexpected expansion 
of her military commitments. It is essential also to remember 
that the situation created by the ravages of the submarines in 
1916-17 was due to the sudden development of an offensive 
weapon, the true reply to which had not yet been found. On both 
counts, it is dangerous to regard measures, which may have 
become necessary in the final crisis, as precedents for the future. 

1 See Chapter XIII. 
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On the administrative side, the history of the control suggests 
strongly the great advantage, for all purposes of State supervision, 
of an industry highly organized within itself. From the first, the 
Transport Department depended on the co-operation of the 
individual owners for essential services in the running of requisi- 
tioned ships. When requisitioning became universal, the Ministry 
of Shipping looked to the liner companies to run their vessels on 
Government account ‘ with the same zeal and efficiency ’ as if they 
retained a pecuniary interest in the success of the voyages. This 
trust would have been impossible had not the terms of requisition 
been arranged with bodies fully representative of the industry and 
organized strongly enough to speak for it. At every step in the 
development of the control, at every crisis of the tonnage problem, 
the advantage of direct negotiation with the two great shipping 
organizations—the Chamber of Shipping and the Liverpool Steam 
Ship Owners’ Association—was clearly manifest. The details of 
Liner Requisition and of the requisitioning of insulated space 
could neither have been worked out nor administered without the 
whole-hearted co-operation of the Conferences. The basis of the 
State Insurance Scheme was its administration by the War Risk 
Clubs. The one great defect in the organization of the industry 
was its weakness on the labour side, and the development of the 
manning problem in 1916-17 compelled that defect to be made 
good by the creation of the National Maritime Board. The fact 
that some individual owners were obstructive, or resorted to shady 
means of evading requisition, only brings into stronger relief the 
importance of being able, on general questions of policy, to 
negotiate with representative bodies whose authority and prestige 
brought with them a sense of responsibility. 

With regard to the economic organization of the industry for 
the performance of its normal functions, the rapidity of the initial 
adjustment to war conditions, and the volume of imports main- 
tained, in circumstances of extraordinary difficulty, during 1915 
and 1916, suggest a high level of efficiency. The advantage, to 
a country so dependent on imports as Great Britain, of a large 
mobile reserve of tonnage engaged in general trade was clearly 
demonstrated. The emergencies of war were met by an extension 
of the same process by which the fluctuations of demand are met 
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in time of peace. When the pool became exhausted in 1917, the 
situation was extremely serious ; but the situation at that period 
bore so little relation to those presented by even the widest 
fluctuations of economic demand that, as was suggested in 
Chapter XVII, they can form no fair basis for criticism of the 
industry. 

The strength of British shipping, as revealed by the war, lay 
in its flexibility and capacity for rapid adjustment to changed 
conditions ; its weakness lay in the propensity of shipowners to 
take short views. The abnormal freights of 1915-16 and 1919-20 
were mainly the result of circumstances over which shipowners 
had little control; but the inflation of values was due in part to 
the short-sighted activities of a speculative element in the industry, 
whose eagerness to share in the profits of the boom blinded them 
to the probable consequences of the inevitable reaction. The crash, 
when it came, was accentuated by the over-confidence displayed 
in the years immediately succeeding the war, and repeated all the 
features of previous slumps. 

It would, however, be a disastrous error to imagine that any 
degree of wisdom and foresight on the part either of the shipowners 
or of the authorities could have averted the consequences of the 
war itself. For four and a half years, a proportion of the total 
British ocean-going tonnage rising from 20 to 30 per cent. had 
been definitely withdrawn, for naval and military purposes, from 
the trade of the world, and the employment of the remainder had 
been dictated, in large measure, not by economic but by military 
needs. During that period seven and three quarter million tons 
of British shipping had been destroyed by enemy action alone. 
The replacement of those losses had been impeded, the effective 
carrying-power of the ships remaining in commercial employment 
had been reduced, by the diversion to war purposes of labour, 
material, and facilities in the shipyards, ports, and railways. The 
rate of loss might have been checked, the output increased, the 
dislocation alleviated, by greater wisdom and more thorough 
previous study of war’s economic reactions; but it is idle to 
suppose that a task of such magnitude as that described in 
Chapter XX could have been imposed on British shipping without 
a price being paid. 
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There is a tendency even now to minimize that price. Because 
British imports were reduced in 1918 by nearly 20,000,000 tons 
without immediate disaster, there is a tendency to assume that 
a large proportion of the Mercantile Marine is engaged in the 
carriage of superfluities. There could be no greater error. The 
luxury trades, properly so called, are profitable to the shipowner 
by reason of the high freights which luxury goods will bear ;_ but 
they employ little tonnage in comparison with the great bulk 
cargoes of food-stuffs and essential raw materials. As soon as the 
problem of import restrictions was taken in hand, it became 
evident that the main cuts must be made in commodities usually 
regarded as necessities! The available carrying-power was 
enabled to bring in the imports essential for war purposes, only 
by drastic restrictions on the consumption of food-stuffs, by still 
more drastic restrictions on the materials required by the leading 
industries of the country, and by financial methods which added 
enormously to the burden of the future. The difficulties of the 
reconstruction period—the burden of debt, the deterioration of 
plant, of railway rolling-stock and of port facilities, the shortage 
of manufacturers’ stocks and loss of markets, the housing shortage ? 
—were largely due to the effects on shipping of war demands and 
war losses, as well as to the diversion of labour and material to 
military purposes.* 

So too, the great post-bellum slump, while accentuated by 
undue optimism and by political developments themselves arising 
out of the war atmosphere, was, in the main, the inevitable 
outcome of war conditions. The surplusage of tonnage was due 
in part to the necessity for British owners, especially liner com- 
panies, to restore their services, with the object of regaining lost 
goodwill ; in part to the artificial stimulus given by war conditions 
and war demands to foreign shipbuilding ; most of all to the effect 
of four and a half years’ devastation and dislocation on the volume 
of the world’s trade. The chief significance of the slump is the 
evidence it affords as to the lasting effects of the war on inter- 
national commerce. 


1 Brewing materials were perhaps the chief exception. 

2 Due in part to the drastic restriction of timber imports. 

3 For a detailed analysis, see Seaborne Trade, especially vol. II, Chapters xx and 
xxv, and vol, III, Chapters iv, xi, xvii, xxvi, and xxvil. 
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There is a profound significance in the great development, 
after the war, of the tendency to international co-operation in 
shipping affairs, and in the resistance offered by the great ship- 
owners’ organizations to the deflection of post-bellum policy by 
war aims and war sentiment. To shipping, as to other industries, 
the war brought a period of feverish and artificial prosperity, 
offering to individuals the opportunity of quickly acquired 
fortune, and to the industry as a whole, large immediate profits ; 
but to shipping, perhaps beyond all other industries, the free play 
of economic forces and the free growth of exchange between 
nations is the essential foundation of healthy and permanent 
prosperity. To such conditions war and the war spirit are alike 
utterly opposed. 


pee 


22. 


23. 


TABLES 


Tonnage. 


. Number and tonnage of vessels remaining on the Register of the United Kingdom 
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TABLE No. 1 


NUMBER AND TONNAGE OF VESSELS REMAINING ON THE REGISTER OF THE 
UniTED Kincpom on 31st DECEMBER IN EACH YEAR, 1913-22 


Steam and motor Sail 
No. Net Gross No. Net Gross 
tonnage tonnage tonnage tonnage 

000 000 000 000 
1913 12,602 11,273 18,683 8,336 847 922 
1914 12,862 11,622 19,145 8,203 794. 865 
1915 air frAll 11,650 19,166 8,019 eee 845 
1916 12,405 11,037 18,186 7,669 715 7717 
1917 11,534 9,607 15,880 7,186 625 680 
1918 11,334 9,497 15,710 6,857 604 655 
1919 11,791 10,335 17,160 6,555 593 643 
1920 12,307 10,777 17,966 6,309 584 632 
1921 12,660 10,932 18,289 6,272 610 657 
1922 12,787 11,223 18,834. 6,184 574 619 

TABLE No. 2 


British AND WorLD TONNAGE 


(a) Gross tonnage of steam and motor vessels of 100 tons gross and up 
recorded in Lloyd’s Register Book 


World United Percentage British Percentage 
June total Kingdom of total Empire of total 
1,000 tons | 1,000 tons 1,000 tons 
gross gross gross 

1914 45,404 18,892 41-6 20,523 45-2 
1915 45,729 19,236 42-6 20,831 45-5 
1916 45,248 18,825 41-6 20,463 45-2 
ae \ Figures not available 

1919 47,897 16,345 34-1 18,208 38-0 
1920 53,905 18,111 33-6 20,143 37-4 
1921 58,846 19,320 32-8 21,588 36-6 
1922 61,343 19,089 31-1 21,615 35-2 
1923 62,335 19,115 30-7 21,694 34:8 


1924 61,514 18,954 30°8 21,545 35:0 
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TABLE No. 2 (continued) 


British AND WorLD TONNAGE 


(b) Gross tonnage steel and iron, steam, and motor vessels only, excluding 
American and Canadian vessels on the Great Lakes 


June June June June June 

1914 1921 1922 1923 1924 
World total (1,000 tons gross) : 42,514 | 54,217 | 56,802 | 57,939 | 57,530 
United Kingdom (1,000 tons gross) . 18,877 | 19,288 | 19,053 | 19,077 | 18,917 
Percentage of total ; A 44-4 35-6 33-5 32-9 32-9 
British Empire (1,000 tons gross) . 20,284 | 215338 | 21,254 | 21,296 | 21,131 

Percentage of total : : 47-7 39-2 37-4 36°7 36°7 

TABLE No. 3 


BritisH AND WorRLD SHIPBUILDING 


Tonnage of merchant vessels of 100 tons gross and upwards 
launched in each year, 1911-23 


(In 1,000 tons gross) 


United U.S.A. Rest of 

Kingdom coast fis i the world aoe 
Average 1,825 173 
1911-1 ? 56 908 2,962 
1914 . : 1,683 163 86. 920 2,852 
1915 . ; 651 157 49 344 1,201 
1916 . 5 608 385 146 549 1,688 
LOM es 5 1,163 821 350 604 2,938 
1918 . é 1,348 2,602 490 1,007 5,447 
1919 . ; 1,620 3,580 612 S32 7,144 
1920 . 3 2,056 2,349 457 1,001 5,863 
L921 = 4 1,538 995 22 1,581 4,341 
1922 3. ; 1,031 79 83 1,255 2,448 
1923 . A 646 96 72 829 1,643 


417 


TABLE No. 4 


War Losses oF British SHIPPING 


(Including fishing vessels and vessels on Dominion 


and Colonial Register) 


In 1,000 tons gross 


1914 1915 1916 1917 1918 
January — 32 62 154 180 
February — 36 76 313 227 
March . — ral 99 353 199 
April —. 22; 141 545 216 
May — 84 65 352 192 
June — 83 37 418 163 
July — 53 82 365 165 
August 40 148 43 330 146 
September 88 102 105 196 137 
October 79 54 176 276 59 
November 9 94. 169 174 10 
December 26 74. 182 253 — 
Total 241 856 1,238 3,730 1,695 
Grand Total, 7,760,000 tons gross. 
1569.59 Ee 
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TABLE No. 5 


EFrrect oF War on British OCEAN-GoING TONNAGE 
STEAMERS OF 1,600 G.R.T. AND UP 


(Including s.s. on Dominion and Colonial Register) 


= 


Tons Tons Tons 
8.8. gross 8.8. gross 8.8. gross 
Tonnage in July 1914 = — — — 4,068 | 17,516,876 
Deduct : 
War losses . 1,764 | 7,379,986 | 
Interned in enemy ports | 
or captured 46 153,067 
Marine losses 248 917,997 
Transferred to foreign 
flags, &c. Ps 248 998,463 
Locked in Baltic. 2 2,462 | 
2,308 | 9,451,975 
Add : 
Launched . 890 | 4,170,601 
Transferred from foreign 
flags, &c.+ ‘ 328 | 1,354,526 | 
Prizes : ‘ 144 611,778 | 
Alterations to gross | i 
tonnage (net gain) — 204,920 
1,362 | 6,341,825 | 
Net loss (17:7%) . 946 | 3,110,150 
Tonnage on 31 October 
1918 3,122 | 14,406,726 


1 Includes new ships built abroad. 
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TABLE No. 6 


COMPARISON BETWEEN TONNAGE ON THE REGISTER OF THE 
UniTED KINGDOM AT END OF 1913 AND 1918 RESPECTIVELY 


(a) Numbers 


Increase or decrease 
31 Dec. 31 Dec. 
1913 1918 
Numbers Per cent. 

8.8. 10,000 tons gross and up . 118 115 —3 —2-5 
s.8. 5,000-9,999 tons gross’. 711 902 +191 + 26-7 
8.8. 4,000-4,999 tons gross. 869 600 — 269 —31-0 
8.8. 3,000-3,999 tons gross. 1NS3! 588 —543 —48-0 
8.8. 1,600-2,999 tons gross! . 918 590 —328 —35-7 
Total 1,600 tons gross and up 3,747 2,795 —952 — 25-4 
8.8. 500-1,599 tons gross s 1,419 1,229 —190 —13-4 
8.8. under 500 tons gross ral 7,436 7,310 —126 —1-7 
Total ss. of allsizes . .| 12,602 11,334 —1,268 —10-0 
s.v. 1,000 tons net andup . 163 68 —95 —58-3 
s.v. 500-999 tons net . ; 715 75 Nil Nil 
s.v. 100-500 tons net . $ 962 852 —110 —11-4 
s.v. under 100 tons net a 7,136 5,862 —1,274 —17:9 
Total s.v. of allsizes . ; 8,336 6,857 —1,479 —17-7 


1 The official classification of gross tonnage makes the division at 1,500 tons. For the purposes of this 
table all ships of 1,000 tons net have been taken as 1,600 gross. 


(b) Net tonnage 


31 Dec. 31 Dec. Increase or decrease 
1913 1918 
1,000 tons | 1,000 tons 1,000 tons 
net net net Per cent. 
s.s. 1,000 tons net and up x 10,173 8,458 —1,715 —16:9 
s.s. under 1,000 tons net é 1,100 1,039 —61 —5:5 
Total. All s.s. - ‘ WL PATE? 9,497 —1,776 —15°7 
s.v. 500 tons net and up 0 351 178 —173 —50-7 
s.v. under 500 tons net : 496 426 —70 —16-1 
Total. Alls.v. ‘ A 847 604 —243 —28-7 
Average size s.s. 1,000 tons 2,700 3,000 
netandup . é s tons net tons net 


Ee 2 
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(c) Gross tonnage 
31 Deo. 31 Dec. Increase or decrease 
1913 1918 
1,000 tons | 1,000 tons 1,000 tons 
gross Bross gross Per cent. 
s.s. 5,000 tons gross and up 6,208 7,394 + 1,186 +19-1 
s.s. under 5,000 tons gross 12,475 8,316 —4,159 —33°3 
Total. All s.s. 18,683 15,710 — 2,973 —15-9 
Proportion of s.s. 5,000 tons 
gross and up to total 33°2% 471% 
(d) Age 
Percentage of net tonnage 
s.s. 1,000 tons s.s. under 
Age net and up 1,000 tons net All s,s. 
31 Dec. | 31 Dec. | 31 Dec. | 31 Dec. | 31 Dec. | 31 Dec. 
1913 1918 1913 | 1918 1913 1918 
3 years and under 21°] 20°5 14-5 7-4 20-4 | 19-1 
Over 3 and under 8 years . 23-4 25:5 Pale 19-4 23-2 24:8 
Over 8 and under 13 years. 24-9 17-5 16-5 19-1] 24-1 17°7 
Over 13 and under 18 years 18-1 17-6 12:3 16-3 17-6 17-4 
Over 18 and under 23 ee 8-0 12:3 10-5 11-8 8-3 12-2 
Over 23 years 4:5 65 24:5 26-0 6-4 8:8 
100-0 100-0 100-0 100-0 100-0 100-0 
Total under 8 years . 44-5 46-0 36-2 26-8 43-6 43-9 
Total over 18 years 12-5 18-8 35-0 37-8 14-7 21:0 
Percentage of gross tonnage 
Under 8 years Over 18 years 
31 Dec. 31 Dec. 31 Dec. 31 Dec. 
1913 1918 1913 1918 
All s.s. 43-8 43-7 15-0 21-2 
3.8. 5,000 tons gross and up 50-4 57-9 6:7 13-7 
8.8. 4,000-4,999 tons gross . 58-3 39-9 7-9 13-3 
8.3. 3,000-3,999 tons gross . 34-6 25-4 12-4 29-2 
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TABLE No. 7 


COMPARISON OF TONNAGE ON DOMINION AND COLONIAL REGISTER 
AT END OF 1918 AND 1918 RESPECTIVELY 


Total 
Steam tonnage 


s.s. of 1,000 tons net and up 


1,000 tons net Numbers 1,000 tons net 
31 Dec. | 31 Dec. | 31 Dec. | 31 Dec. | 31 Dec. | 31 Dec. 

1913 1918 1913 1918 1913 1918 

Canada + F 432 556 110 162 210 322 

Australia 323 327 110 105 216 222 

New Zeaiand . 128 65 43 18 87 26 

India 97 99 33 32 71 74 
Singapore, Penang, Ceylon, 

and Aden . 35 43 6 13 12 22 

Hong Kong . 48 149 21 58 33 131 
Cape Colony, Natal, Br. W. 

Africa, and Mauritius 20 30 9 12 12 21 
St. Johns, Bermuda, Br. W. 
Indies, Br. Honduras, 

and Br. Guiana 43 30 1l 6 24 9 

Gibraltar and Malta. 4 3 _— = = os =e 

Total 1,130 1,302 343 406 665 827 


1 Includes lake steamers : 


919,000 tons net 


Sailing vessels on Dominion and Colonial Register : 


31.12.13 
31.12.18 


892, 000 tons net 
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TABLE No. 10 


DisposaAL OF STANDARD SHIPS 


AO 
A B CoD |) By) BF yBY | GHD NS ea Za Css total 
BO 
Orders placed i S40) T4786 (27 4) 5 P20) 1829 | S86 | 66 87 4e or 6sZ 
Contracts cancelled 18 25 7)—J—| — J] 8 5 |}—| 35 | — Neto s\e20 
Lost atsea . Z 3 3 2 1 — —|— 1|;—|— 10 
Transferred to Admiralty —} — | — | — F— F — J] es er ed ed a ed 8 15S 
Sold foreign? Aailen ly) 18 | 13 | 19 |}—| — 1|;— 3 |—]/ 12} 20 Z 4} 1038 
Sold British 51 | 101 | 64 TB | 12 E25) QIN 25 oa LON 6 eS eS eaod 
84 147 | 86: 127 15.) 121s 204)" 33.) bell 664 B37 41 O77 s6s2 
Completed ships sold to 
British owners ? Pat} 33 | 29 6) 3 3 3 5 9;/—| 7] 16] 17 | 14 | 156 
Contracts taken over by 
builders . F be ft 4a 25 7) —-|-/ = 6| — (P35 7|— 1 | 39 | 123 
Contracts taken over by 
Lord Inchcape : 
1st Deal “ . 11 37 | —|—|2 6 8; 16;—/;—|; 2);—|]—)|]— Til 
2nd Deal 3 6 | 28 1ij—| 3)/—/]— 9}—| 38); —|—] 25 78 
51 | 101 | 64 “| 6 | 12 || 12 \25") 25) 5 | 19!) 16 | 18 | 78 434 
1 Includes 5 ships taken over before completion. 
2 Includes 26 ships comprised in 3rd Inchcape deal, 
TABLE No. 11 
DisposaL oF Suips Burtt OVERSEAS 
Ships built in 
Taran Ching Canada | Canada 
p (steel) | (wood) U.S.A. Total 
Orders placed 24 13 43 46 13 139 
Contracts cancelled ‘. 4 — 2, —- — 6 
Lost at sea . fs : 2 _ —- 4 8 14 
Sold foreign . - : 8 13 31 4] 5 98 
Sold British 4 pe é 10 — 10 1 — 21 
24 13 43 46 13 139 


1 Includes 14 ships comprised in third Inchcape deal. 
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TABLE No. 12 


SHIPBUILDING AND THE SLUMP, 1920-4. 
(Figures represent 1,000 tons gross) 


United Kingdom Other countries 
A ror ws ; 
‘ pee g of During quarter At ee of During quarter 
Quarter 
ended 
Under : Under 
Sus- Com- Sus- Com- 
achion pended Launched menced Siracticn pended | Launched | menced 

31.3.20 2,994 _— 454 708 4,867 — 882 1,000 

30.6.20 3,394 _ 523 588 4,548 _ 1,022 i 
30.9.20 3,578 — 483 594 4,143 _ 1,005 788 
31.12.20 Sok — 580 506 3,834 — 897 720 
31.3.21 3,709 —_ 433 393 3,471 — 622 462 
30.6.21 3,799 497 321 69 3,288 ? 686 178 
30,.9.21 3,530 735 308 51 2,669 ? 539 265 
31.12.21 3,283 731 467 55 2,260 375 428 91 
31.3.22 2,640 722 304 51 1,817 400 189 67 
30,6.22 2,236 617 149 39 1,444 325 241 112 
30.9.22 1,919 481 307 82 1,316 290 169 106 
31.12.22 1,617 419 261 231 1,086 256 181 114 
31.3.23 1,468 348 228 835 1,022 216 145 176 
30,6.23 1,492 181 239 241 1,025 148 171 73 
30.9.23 1,338 130 66 112 854 132 206 100 
31.12.23 1,271 244 115 245 761 83 148 137 
31,3.24 1,395 164 362 228 713 67 163 170 
30,6,24 1,474 101 365 875 744 118 137 189 

30.9.24 1,517 52 — _— 759 140 _— <= 


N.B.—Figures include lake tonnage but are exclusive of shipbuilding in Germany and Dantzig. 


TABLE No. 13 


Net TONNAGE OF VESSELS ENTERED AND CLEARED WITH 
CarGOES AT Ports IN THE UNITED KINGDOM 


(In 1,000 tons) 


Entered Cleared 

Per Per 

British | Foreign | Total cent. British | Foreign | Total cent. 

British British 

1913 . 32,292 | 16,772 | 49,064 66 40,101 | 27,718 | 67,820 59 
1914 . 28,929 | 14,132 | 43,061 67 32,516 | 23,452 | 55,968 58 
1915=. 22,862 | 10,862 | 33,724 68 20,380 | 19,149 | 39,529 52 
1916 . 20,217 9,842 | 30,059 67 17,752 | 17,844 | 35,596 49 
HOU ae. 18,795 4,433 | 23,228 81 16,927 9,149 | 26,076 65 
1918 . 19,791 3,416 | 23,207 85 14,966 7,772 | 22,737 66 
1919 . 22,065 7,491 | 29,556 75 21,958 | 12,594 | 34,553 64 
1920 . 25,531 | 10,987 | 36,518 70 23,409 | 13,181 | 36,589 64 
1921 . 25,118 | 11,994 | 37,112 68 24,282 | 12,115 | 36,397 67 
1922 . 28,422 | 14,904 | 43,326 66 36,817 | 22,864 | 59,682 62 
1923 1. 30,952 | 17,982 | 48,935 63 36,651 | 28,499 | 65,151 56 


1 The Board of Trade Returns include, from 1 April 1928, the traffic to and from the Irish Free State 
The figures of this traffic have been deducted in the table in order to give an accurate comparison with 
previous years. 
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TABLE No. 14 


CoASTING TRADE 


Net tonnage of British vessels arrived with cargoes at 
ports in the United Kingdom 


N.B.—Foreign tonnage is insignificant throughout. Departures 
practically the same as arrivals. 


(1,000 tons net) 


Trade between 
General Great Britain Total 
coasting trade and Ireland 

NON ; 22,440 12,022 34,462 
1914 x : 21,060 14,687 35,747 
1915 A é 14,860 12,474 27,334 
1916. : 10,944 11,286 22,230 
TOL : 8,859 10,284 19,143 
1918. : 7,328 9,403 16,731 
1919. : 10,031 9,741 19,772 
1920. : 12,689 2 23,841 
SPALL 10,433 10,354 20,787 
1922... ; 13,885 11,645 25,530 
1923 =. ; 14,491 6,734 21,225 


N.B.—From 1 April 1923 the coasting trade of the Irish Free State and movements 
between ports in the Irish Free State and ports in Great Britain or Northern Ireland 
are excluded from the returns. 


427 


“WOI}ISINHSI UO SuTIOZUS VIOJoq sasvAOA , PoJOOIIP , YO Sutuuns sdrys owlos apnyour Avut ATET Avenue 10} sony oy, + 


6ST ros | ssc | 6TeT | gost | Lg9°T | Qz9°T | ZL9°T | FSET | SBP | OLES‘T ; *  pouorztsmnber ATTN ‘Te40 J, 
: SUNOS POULT 86 601 éII SIT STI TUL ; : ‘ j ; *Q0TAIOS 
Areyyiu io yeaeu uo Ayysour ‘sozig 
96 L& 6g 191 6IT FP 9€ 6 peysinsurystp JON ; ; : ; : Satsredey 
= — I j L og 6¢ él iat OL 8h *  pozeoorye yo you 4nq soryou Jepug 
LT GP si 88I G0G éLI 681 G06 Sen eis = SONTY 0} “SA 0} ‘s[eoseo pu yeoym IO, 
GG 66 89 696 606 GIG eFl ell GEL vg og : : : 1 S[vore0 pue yeoyas 
uvy} JeyjO so0s1vd [eIOIOWIUIOD IO, 
= I 9 96T 666 16. GLI ILT 996 : j : ; : SOlPY IO 
68ET LSI : \ ; *  suorurMmod 
16 S6I 086 | §8S LEL P88 GL6 666 L98 pue ‘erpuy ‘ooujo rey ‘Aqjesmupy Joy 
: sdrys poumo 
-9781g SUIpPNour) uorystnber [NJ UC 
6I6T | 6I6T | GI6T | 6I6T | SI6T | LIGT | LIGT | LIGT | 9I6T | 9I6T | YI6T 
‘oaq | “gdeg | oune | ‘qoq 409 | Afne | ‘aep, | cuee | ‘ydeg | Aepy uee 


‘enueor Aq poyforzuoo o10M uUoTzIsinber [[NF uo you sdrys [[e ‘porsed opoym 9y4 ynoySnosyy 
“yey PUI UI OUIOG oq 4SNUI 4T “osvojer [eIoUes orojoq ATOyeIpourwAT UOT}ISod oY} MoYs Iv9d yeYy Jo AreNIgay IO} eSoy, ‘[oI}UOOAP Jo 
sseooid oY} 07¥I4SNI[I 07 poppe ole G[6[ OF Sommdsy oY], “eM O44 JO SP] OY} ‘SIG 10q0900 st UeAIZ YOU ATUO O44 pUe ‘UOTTISOd oY} Jo 
UOIZVOYTPOU SNOILES OU SvM otOY} QuIOd sIYy} WOT *,[esIearUN , SUTUOTZISINbor oYeUL 0} UOISTOOp oY4 JO JooYo oy o7eIYSNITT LTE Aloe 
pue ‘qoreyy ‘Avenuepe *yevoy oF uorztsInbor 03 UoIsloep 94} 07 Jolid UoTzIsod yeUYy oy} sMOYS pUR ‘edq4rUIUEOD [oI}UOQ SuIddryg oy} Jo 
quouyurodde 10338 poyooyo oseuU0y pouoryzsnber Ur sorMOU0de 94} SOOHeI IGT Joquie}deg { g{GT Jo SuruutSeq oy 4e your UsEeq pey 
SpULUIOP POT|[V 78019 oy} 104% UorzIsod oy} SmoYs QTE] AB “WorzTSod oSeUU0} oY} UI SesvyS JOUTISTIP MOYS po}oTOS SYQUOU OY] “sperynou 
peuorzisinber Jo Joquinu [[eus v epnjour Aeyy, “sexer] yor oy} Uo poXodwue Jo ‘or4yeg oy} ur dn peyxooy ‘sy10d Auoue ur pouroqzut sdrys 
sv Yons ‘UOI}ISINbeI 10 opel} SUTOS-UBE0O IOF 9fQE[LeAVUN OUT} 0} SUNT} WOIJ OSOY} OpNfoxe 9qv} STY} UT pepnpouT sdrys oy, —‘gq'N 


NOILISINOAY NO SdIH§ PNIBSINONILSIG dd GNV SsOuD SNOL 009‘T «ZO SYANVALG FO LINANAOTIN GY 


ST ON WTAVL 


428 


SIU} OF STL}O} OYL “oINSY AvTT oy} 4v uoyey uooq or0yor9yY oavy LOY 


“OT6T Ul soeds Jo SuruorzIsmMber 03 yootqng *, sornTy IO} Sulpery, , se UMOYS Sdt 


“S[BI}NOU IOF Surpvsy s1ouvsys FE pur ‘ep ‘ze ATOAy 


‘oqeulTxoidde sv pepresor oq o10yJorNY} YsNUL YYUOUT 


+ OQBPLCAV Jou ore OTST Arvnuve ur sdrys , posvorey Aylwesodway, , 10J sonsy eyt—' gq’ N 


“ATWO , SdTYS ODIO , OJ o1v {TET AICNULL IOJ SeNSY OUT, 5 


Ys OULOS PATA 103030} ‘LT6] SulMp uolyIsmbor Jour] Jepun yysnorg ; 


dodsol ophpoUl GT6T Joquioveq pure ‘1aquieydeg ‘oun IO} soinsy oy, + 


SUGe Flee | 1068 | LOLS | sere pre's | 689°E | TeL‘e a; = == : - * IVLoy, GNVaY 
16 €L LS OL 08 cg Gg g ¢ *, Suryo[dur0o pue poyouney sdryg 
O&% €6G 9EG 1&3 6G I6L COG 661 ; x : 5 : : SIOTIO. 
S66% | 816°S | 806% | 968°2 | EI8‘z gso‘g | 6Le‘s | Tos‘ | Tg9°e | L89%e LGL‘S * Butjoduro0o pue peyounry sdrys 
pUv SIo[IO SUIpNOXe “[ey0 pueIy 
Chive. | 19:64) OLS | LEST) OTST IS? | SOLT | 68° | L0z'S.] 6ge'z | 28¢°% ; pouorzismber Aypny you ‘[eqo J, 
LZ F6I F6I LLI 8 oF 0g hi ; ; ; : *  , Surredoy 
JASE G8¢ 066 FG OS 06 €8 SOI ; ; * sopery coyyo ‘sdurery oor 
L¥ GP 6& Ig 1G ST SI 9T : : “SQ suryseoo ‘sduresy, oor) 
O8c‘T | €8I‘T | 990‘T | 206 96L F8L Ogs 166 FS9'T | GLS‘T | &38‘T i ‘ ‘ ; z Sdurery pore, 
-IeyO SUIPNOUL “Yy10q UO SUIPOT SIOULT 
IZ1 LIT BOL 6 6¢ CFI SsI 82S * peoiqe Ajyuoweursed poroystdor “yy Q 
61 CST 81 FOL FSI 98T 881 6LT promqe A[JUoUBUAIEd ‘pare4stder [erUolO“) 
O8T jejey 98T ‘OFE 09€ €19 089 F9G surte4 [v1oeds uo uorqistnbexy woz 
poyduexe 10 uoryoorp tepun 1840, 
L9 9L GL 9 FI 6 9T 96 OF o¢ LE * SeluoroD pu sUOTUTUIO(, IOF Surpery, 
10g CSF 86F FLI €9T 99T G&S 966 CCE 8LZ IGG * 3 di * , SOlTW Joy Surpery, 
ae = = — rit FIT SLI 201 : : (SorTY 10 “y{"Q) eyyAurg 
‘\L Ssoy “sussepy 10 00441urTULOD syN4s 
“poo,y Jo osermeg oF yeoym surdireg 
= — er: =e oa Il SL 86 8éI PLI FLI : : * worptsInber 07 uINyer 04 
UOIZVSI]GO YIM ‘posvofor Ajirei0odwa y, 
6161 6I6T 6161 6161 SI6I SI6L LI61 LI6I 9161 9I61 9T6I 
00] “ydag aun? “qoan 1290 Ane “IVI ue “ydog AT uel 


(panwiquos)—c 


‘ON ATEaV iL 


429 


TABLE No. 16 


EMPLOYMENT OF STEAMERS 500-1,599 TONS GROSS 


Distinguishing ships on requisition 


Mar. | July | Oct. | Feb. | June | Sept. | Dec. 
1917 | 1917 | 1918} 1919 | 1919 | 1919 | 1919 


On full requisition : 
For Admiralty, War Office, 
India, and Dominions 2 313 303 298 220 96 71 44 


For Allies . : ; 9 12 64 21 2 I il 
For commercial cargoes 3 48 42 29 3 4 1 
Under notice but not yot 
allocated . : 1 3 2 — 
Repairing . , : : Not distin- 
guished 19 23 4 5 1 
Total, fully requisitioned . | 326 | 366] 425) 293] 105 | 81 | 47° 
Temporarily released . : 8 3 — — — — — 
Trading for Allies 1 : 191 134 151 172 | 293 | 273 | 295 
Colonial registered, perma- 
nently abroad . 89 99 130 132 | 129 | 126 | 130 
U.K. registered, permanently 
abroad. 84 68 54 54 61 61 66 
Liners and railway ships 2 oon 87 69 36 42 66 76 85 
Coasting (including DEE : 229 203 186 213 | 202 | 249 | 264 
Miscellaneous. c 3 42 10 6 | 23 29 20 
Repairing and laid up . : 6 16 28 80 74 64 60 
1,023 | 1,000 | 1,020 992 | 953 | 959 | 967 
Oilers. + ul 8 8 7 7 7 
Ships launched and completing. 6 7 5 13 7 11 12 
Grand Total? .° : : 1,033 | 1,014 | 1,033 i, 013 | 967 | 977 | 986 


1 Figures for June, September, and December 1919 include respectively 28, 21, and 18 steamers trading 
for neutrals. 

2 From October 1918 onwards some ‘ Railway ships ’ shown under ‘ Coasting ’. Pita 

3’ The decrease in Grand Total subsequent to the armistice is due to the return of requisitioned neutrals. 


The purpose of this table is to indicate the extent of interference with normal 
sailings. The tonnage figures represent all ships actually running wnder Liner Requisition 
on the dates and in the trades given, including tramps chartered by the Lines. 1 May 
1917 is taken as the date by which the scheme had become generally operative ; but 
large transfers, especially from the Australasian and Eastern trades to the Atlantic, had 
been effected before that date. The figures for 1 February 1919 show the progress made 
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TABLE No. 17 


LInER REQUISITION SCHEME 


Analysis of trades affected 


towards the restoration of normal conditions prior to the termination of the scheme. 


The dates of requisitioning letters apply to the trade asa whole. In several instances 


individual lines were subsequently added. 


I. Trades on which tonnage was concentrated 


Datevot Tonnage in service 
Sore requisi- 
ervice tioning Maximum 
letter 1 May May 1917- 1 pee artis 
1917 1917 Nov. 1918 eye 
U.K.-U.S.A. and Canada Mar. 21 2,078 2,774 2,595 2,005 
U.K.-Brazil and Plate?! . Mar. 13 683 1,185 965 1,062 
U.K.-Egypt . > Apr. 17 67 185 Ags 134 
U.S.A.—France Special service estab- 312 311 125 
lished May 1918 
U.S.A.—Italy Apr: 21 | 36 134 134 78 
Special ity added 
in 191 
U.S.A. and Canada—Australasia Mar. 29 i 66 46 172 
India—Australia ? 3 3 May 5 28 (Hd 91 73 
1 June 717 
India—Mediterranean July 6 59 59 SLL 
1 Includes special services, River Plate to Egypt, France, and Italy. 
* Increased for purposes of remount service Australia—India. 
Il. Trades depleted 
Daten Tonnage in service 
a requisi- 
ervice tioning one 
letter 1 May eee 1 Nov. 1 Feb 
1917 1917 Nov. 1918 1918 1919 
U.K .—Australasia }. ! Feb. 28 697 307 381 837 
U.K.—Far East and Java Mar. 5 499 216 220 372 
U.K.—-West Africa . Apr. 2 184 152 169 206 
U.K.—West Indies . Apr. 22 162 125 153 156 
U.K.—Amazon Mar. 24 27 6 20 30 
U.S.A.—West Africa ‘ Mar. 31 47 30 30 62 
U.S.A. and Br. Columbia—Far 
Hast : 3 2 : Mar. 15 133 27 38 165 
U.S.A. and Canada—W. Indies May 1 43 33 33 43 
India-South and East Africa . Mar. 15 90 49 60 64 
Indian Coastal # _ May 5 164 137 163 254 
China Coastal ? May5 . 126 97 97 193 
; 1918 1 July ’18 
Pacific Coastal May 4 19 6 14 14 


1 Includes special service, Australia-Egypt. 
* Depleted before 1 May 1917 by withdrawal of ships on full requisition for service in Persian Gulf. 
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Liner Requisition ScHEME (continued) 


III. Trades in which tonnage fluctuated 


Tonnage in service 
Date of 
; requisi- 
Service tioning May 1917—Nov. 1918 
letter 1 May 1 Nov. 1 Feb. 
1917 1917 1918 1919 
Maximum |} Minimum 
U.K.-India? . Mar. 5 907 1,013 753 944 1,048 
U.K.-S. America, Ww. Coast Mar. 13 149 190 138 156 144 
U.K.—S. and B, Africa . Mar. 13 230 281 213 235 295 
U.K.-Bay and Western Medi- 
terranean . Apr. 17 153 176 103 176 177 
U.S.A.—India Apr. 14 39 92 19 34 44 
U.S.A. and Canada—South 
Africa Mar. 13 98 125 24 86 95 
U.S.A.—Brazil and Plate ? May 4 43 74 30 32 123 
India-Far East. May 5 59 64 30 31 39 
1 Really a depleted service ; several ships transferred prior to 1 May 1917. 
2 Maximum figures represent triangular meat and troop service—U.K.—Plate-U.S.A.-U.K. 
TABLE No. 18 
TABLE oF CONVOYS 
Showing system at its height in the summer of 1918 
Ocean convoys inwards 
Approximate 
from Speed N ormal average No, 
interval | of ships in 
each convoy 
Knots | Days 
Hampton Roads East and west coast alternately 8 8 26-27 
Sydney (Cape é 
Breton) . | East and west coast alternately 8 8 25 
New York . | Hast coast only  . ; ; 94 8 22 
New York 3 West coast only . F 13 8 12-13 
Halifax . 5 East and west coast alternately 11d 8 14 
Sierra Leone. Mixed, east and west coast 10 8 8 
Dakar é 2 Mixed, east and west coast ;: 8 8 6-7 
Rio de Janeiro . Mixed, east and west coast 8 about 8 itr 
Gibraltar . : East and west coast alternately 7 4 16-17 
Port Said . é Mixed, east and west coast 3 10 16 16 


A few 10-knot convoys.from Rio were also run. 
ships bound for Continental ports. 


military store ships. 


Many homewards convoys included a proportion of 
There was a separate convoy New York—Bay of Biscay for American 
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TABLE No. 18 (continued) 


TABLE OF CONVOYS 


Showing system at its height in the Summer of 1918 


Ocean convoys outwards 


Approximate 
From Tor Speed Normal | average No. 
interval | of ships in 
each convoy 
Knots | Days 
Falmouth . | Channel and east coast shipping 
wherever bound . : ; 7k 8 13-14 
Devonport : Channel and east coast shipping 
wherever bound . 8-10 | about 3 13-14 
Milford . é West coast shipping to Mediter- 
ranean and south . 74 4 24 
Lamlash . : Belfast and Clyde to America, 
North or South . ; 8 8 15 
Liverpool . : N. America, southabout . . | 10-114 8 7-8 
Liverpool— 

Buncrana , N. America, northabout . 4 8 8 9 
Liverpool . : N. America, northabout . 13 8 10 
Liverpool . 3 Port Said (Through Mediter- 

ranean Convoy) . ; 10 16 10 
Southend . . | N. America . : é ‘ 114 16 10-11 


London ships for the Mediterranean Through Convoy went out with the Devonport Convoy and joined 
up at Gibraltar. 


Short sea convoys 


Scandinavian 
Methil—Bergen, every 5 days, each way. 


French Coast Trade 
Penzance—Brest 
Portland—Cherbourg 
St. Helens or Portland—Havre 
Southend—Boulogne or Calais 


daily. 


Dutch 
About every 4 days. 


East Coast 
Local convoys, linked to Scandinavian for North Sea traffic, 


Mediterranean, Local 


Gibraltar—Gulf of Lyons—Genoa, every 4 days. 
Bizerta—Malta—Milo, every 5 days. 
Milo—Alexandria, every 5 days. 
Alexandria—Bizerta, every 4 days. 
Bizerta—Gibraltar, every 4 days. 
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TABLE No. 20 


SHIPPING LAID UP 


At the principal ports of the United Kingdom 


Number | Net tonnage 
January 1921 - , ¢ 614 940,604 
July 1921 A : : ‘ 1,023 1,852,412 
January 1922 A . : 712 1,307,593 
July 1922 : ‘ ; : 583 1,112,332 
January 1923 : : : 403 | 709,224 
July 1923 ‘ F ; : 372 | 709,102 
January 1924 i A sak ol 629,763 


N.B.—Figures for 1922-3 in Brassey’s Naval and Shipping Annual give 
totals about 50 per cent. higher for ald ports. 


TABLE No. 21 


NuMBER OF PERSONS EMPLOYED BEFORE AND AFTER THE War, 
IN VESSELS ENGAGED IN THE HOME AND FoREIGN TRADE AND 
IN FISHING 


In trading vessels In sea fishing 
Foreign 
British Hie Lascars Total Regular | Occasional 

Lascars ; 
1913 : 177,651 31,755 46,848 245,824 76,048 23,482 
1920 5 179,676 15,219 50,273 245,168 68,924 19,036 
1921 : 173,110 15,790 53,540 242,440 67,139 16,329 
1922 i 169,943 11,563 55,266 236,772 65,223 16,251 


Figures for war years not available. ‘ Lascars’ include all Asiatics and East Africans, whe iti 
subjects or no, employed on vessels in the Eastern Trades and under Agreements fornunating ia ke: ae 
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TABLE No. 22 


ENGAGEMENTS AT MERCANTILE MarIngE OFrices, 1911-18 


(Including re-engagements) 


Pe 


Asiatics 
British ore Foreigners aa Chinese es and Os Total 
Africans 
1911 | 503,689 | 90-51 42,316 7:60 5,366 | 0-96 5,122 | 0:93 | 556,493 
1912 | 514,032 | 90-04 43,878 7-68 7,450 | 1:30 5,556 | 0-98 | 570,916 
1913 | 541,830 | 89-59 47,269 7°81 9-286 | 1:53 6,475 | 1-07 | 604,830 
1914 | 500,423 | 89-00 46,116 8-10 8,182 | 1-50 7,546 | 1-40 | 562,267 
1915 | 384,602 | 83,20 55,269 11-70 | 14,224 | 3:20 8,614 | 1-90 | 462,709 
1916 | 348,432 | 83-85 44,634 10:74 | 11,598 | 2-79 11,953 | 2:64 | 415,617 
1917 | 305,567 | 82-92 38,761 10-52 | 11,321 | 3:07 | 12,863 | 3-49 | 368,512 
1918 | 312,357 | 86-72 25,506 7-08 | 10,784 | 2-92 | 11,535 | 3-20 | 360,182 
N.B.—The reduction in total is, of course, affected by the greater average length of voyages during 
she war. 


TABLE No. 23 


TypicaL Rates or Waces A.B.’s ON FOREIGN-GOING SHIPS 


November 
August 4 December November 1918 per cent, 
1914 1916 1918 increase on 
on 1914 
Newcastle and Shields 110s, 180s. 163-6 
Hull : S 110s. 110s.+ 70s. 163-6 
bonus 
London 100s., 110s, 140s., 160s. 163-6, 190 
Cardiff ~  suIOE 180s. 163°6 
Bristol 105s. 170s. 290s. (230s. + 176-2 
Liverpool 100s., 110s. | 120s. and 130s. 60s, bonus) 163-6, 190 
+ 40s. bonus 
Glasgow . 110s. 150s. + 20s. 163-6 
bonus 
Belfast 110s. 140s. + 20s. 163°6 
bonus r 


4 August 1914 


December 1916 
November 1918 


5 2 5 . 87s. 6d. 
Increase on 1914, 150 per cent. 


Typical weekly wage, Home and Coasting Trade. 


S. 
55s. to 65s. (including bonuses). 
6d 


ig at 
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TABLE No. 24 
Pay IN THE MERCHANT SERVICE. MoNntTHLY RATES 
Foreign-going Cargo Steamers 


1914 1919 1923 


1 oS Sse mS Ses SS 
First mates 12 5 to 14 5 23 0 to 32 0 16 0 to 25 0 
Second mates Qe or Laie wo OM) AO! 5, Bay TKD) TES AIO 3, A 0 
Third mates To LO LOMO 1D PADS DELO RE biG, 
Chief engineers . 16 15 ,, 24 0 DO Al 10 HO © 8 a 
Second engineers ‘ BS 55. 5 ENS) 23 Ome oo) NG Oi Aa 
Third engineers . Selon lS 21°10", 25 10 VS ALO Serene sO) 
Carpenters Ve aOnisy se LO 1h 0 2) 0 LO eae 3 en) 
Ses) 
Boatswains a OW) IG) Ok es 10 10 
Less 
A.B.’s. 4 : , Sm Oe oal® 14 10 9 0 
Firemen onlO eee Oar 15 0 9 10 


National Maritime Board standard rates of pay for navigating and engineer officers are based on tonnage 
and seniority. Officers in passenger liners receive, as before the war, from 10 to 25 per cent. higher pay 
than similar ranks on cargo-boats. Officers in tankers receive additional pay, and there is a special standard 


scale for engineer officers in motor vessels. 
N.B.—The 1923 figures represent the minimum level reached during the process of deflation. During 
1924 the rates advanced by £1 for petty officers, seamen, and firemen, and by £1 10s. for deck and engineer 


officers. 


TABLE No. 25 
InpDEX NUMBER OF SEAMEN’S WAGES 
(1914 wage taken as 105s.) 


< Ministry | Professor 
tandard A.B’s of Labour | Bowley’s | « > 
Date Wages Wage Cost of finder of yee 
A.B. Index Living Shore Ln 
Index Wages 
Ser Sinead: 
1917. Oct. . 3 230 0 219 180 — 127 9 
1918. Aug. . : 230 0 219 210 — 109 6 
Oct. . 5 290 0* 276 220 — 13P 9 
1919. May . : 290 0* 276 205 — 141 6 
Oct. . 5 290 0* 276 220 218 131 9 
1920. May . : 290 OF 276 241 253 120g 
INOveues : 290 O 276 276 274 105 0 
1921. April . 4 290 O 276 233 271 124 6 
June . q 240 O 228 219 264 109 6 
Dec. . . 240 O 228 199 223 120 9 
1922. Feb. . ‘ 240 O 228 188 214 17 i) 
March 2 210 O 200 186 214 113 O 
May . é 200 0 190 181 204 TLOR6 
Sept. . < 200 0 190 179 192 Tau) 
| 
* Including war risk bonus + Consolidated wage. 


N.B.—Since 1922 there has been a fallin the Cost of Living Index and wages advanced to 210s. in 1924. 
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TABLE No. 29 


HomMEWARD FREIGHT 


AVERAGES, 1914-19 


1914 1915 1916 1917 1918 1919 
Os dh |) ch Gh 8. d. oy Gy || Oe GF Se ak 
Calcutta to U.K. or Cont. | 22 0 | 67 10} | 174 114 | 325 0 | 280 0 175 0 
Northern Range to U.K. — 12 6 17> 9) |) 205735) 500 8 6 
River Plate (lower ports) Cont. 195 0 
to U.K. or Cont, 16 32 | 66 Of | 141,42 | 1626) — l{uK 626 
Bilbao to Middlesbrough 49%) 13 112) 20 44]; 400 — 24 9 
Bordeaux to Bristol Chan. — 15 6 Lied 20 6 lyf zi 20 0 

TABLE No. 30 
HicHest AND Lowest WELSH CoaL FReEIcGHTS, 1914-19 
From 

Cardiff to 1914 1915 1916 1917 1918 1919 
s. da. Ss, a: SOSA Sidon Sad Sida Sad Sd S820.) | SN eons 
River Plate. | 200 11 6 | 450 186] 776 300]1080 576|1500 700|600 400 
Alexandria . | 20 74 6 103 | 726 200]|1126 600]|1400 850 == 726 426 
Gibraltar 106 3 10|330 130] 626 260] 100 o 50 0 | 100 — |550 176 
Havre 1330 3 6 |220 86| 360 190] 489N 489 N 650 150 

246A 246A 
45 9 — 
“N’ and ‘ A’ 


= Schedule rates for neutral and allied tonnage. 
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TABLE No. 33 


OutTwaARD CoaL FREIGHTS 1914-18 


Cardiff to 
Quarter ended 
Colombo Port Said River Plate St. Vincent 

Sond. Se dh @ Gh S & 
July 1913 3 Z 1p) 9) 8 9 19 3 9 9 
July 1914 2 3 10 6 7 O 15.0 — 
Oct ae iil 83 TI: a6: 
Jan. 1915 = Aya (5 21. 0 26 0 
April ,, 30 0 30 0 25. 0 AG 
July ,, — Rips (6 anos is 0 
Oct. ,, — 60 0 32) 6 — 
Jan. 1916 7s 90 0 40 6 — 
prillas.; 75 0 110 0 60 0O 47 6 
vuly |,, 75 0 80 0 a Oe a B 
Octyzs,, — 60 0 32.6 — 
Jan. 1917 — 80 0 70 O 42 6 
April ,, ‘ — — 92 6 — 
July 9” ° . oe 160 0 108 0) i 
Oct——; — 160 0 120 0 — 
Jan. 1918 — 160 0 130 0 — 
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TABLE No. 34 


Wueat FREIGHTS AND BREAD PRICES 


AVERAGE FREIGHTS AND AVERAGE Import VALUES, NortH AMERICAN 
WHEAT, AND AVERAGE PRICE OF THE QUARTERN LOAF, IN EACH OF 
THE Montus From Aucust 1914 TO DECEMBER 1916 


The freight rates are taken from evidence given before a Committee 
of the American House of Representatives 


Average freights Average import values 
New York-Liverpool American. wheat 
i .B. T. monthly returns Peres 
rice oO 
Month Wheat ihtantord 
Per in the Pp. Per loaf 
er 
quarter quartern t quartern 
loaf ce Naas loaf 
Pence Pence ad. Pence Pence 
1914, Augustl. 5 20-4 0-18 35 3 3-76 5:75. 
September : 22-4 0-20 36 9 3°94 6-00 
October . : 30:4 0-27 39 11 4-27 6-00 
November : 51-6 0-46 42 5 4:54 6°25 
December é 64:0 0-57 44 6 4-77 6°25 
1915. January . 3 80-4 0-72 48 11 5:24 6°75 
February . : 92-4 0-82 55 7 5-96 7°25 
March . ‘ 97-2 0-87 Be OU 6:33 8-00 
April 5 c 95:2 0-85 61 2 6°55 8-00 
May : é 92-4 0-82 64 0 6:86 8°25 
June : é 94-0 0-84 59 6 6°37 8-50 
July : : 82-0 0-73 55 2 5:91 8-00 
August. é 82:0 0-73 52 9 5:65 8-00 
September : 109-6 0:98 49 8 5:32 8-00 
October . : 114-4 1-38 50 1 5:37 7-75 
November : 160-4 1-43 52 0 5°57 7:75 
December : 160-8 1-44 53 8 5:75 8-00 
1916. January . “ 172-4 1-54 57 4 6-14 8-25 
February . : 194-8 1-74 61 6 6°59 8°75 
March . : 202-8 1-81 62 8 6°72 9-00 
April : : 184-0 1-64 62 3 6°67 8-75 
May : : 160-0 1-43 59 2 6-34 8-75 
June . 5 150-0 1-34 54 8 5°85 8°75 
July : : 98-0 0-87 52 3 5-60 8-25 
August . : 136-0 1-21 55 11 5:99 8°25 
September : 112-0 1-00 65 7 7-02 9-00 
October . : 106-0 0-95 67 10 7:27 9-25 
November é 96-0 0-86 71 3 7-63 9-50 
December : 96-0 0-86 74 8 8-00 10-00 
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TABLE No. 35 


WHEAT FREIGHTS AND PrIcES 


(First twelve months of war) 


Average Sreights extracted from Corn Trade News 
Average prices as shown by Board of Trade Journal 


Twelve months ending 31st July 


Rotice: 1914 1915 
Imports | Freight Imports | Freight 
tons per ton Amount tons per ton Amount 
Sy Oh £ Grnas 5 
North America . | 2,675,651 | 6 10 914,180 | 3,490,755 | 27 11 | 4,872,512 
India . 5 4 644,540 13 11 448,492 697,265 | 37 5 1,304,466 
Argentina . 5 361,198 | ll 1 200,163 603,770 | 48 3 1,456,595 
Russia, Roumania 
and Turkey ‘ 503,785 | 7 11 199,414 — == _ 
Australia ‘ y 716,308 | 26 1 934,183 = —- — 
4,901,482 2,696,432 | 4,791,790 7,633,573 
Wh iS, Gh 
Average freight Ee 
ton — — LEO — _ 31 10 
Average freight por 
qr. = — 24: = — 6 9 
Other countries : 74,195 — —— 147,152 — _ 
Total imports . | 4,975,677 — — 4,938,942 = = 
Per caever 
s. A 
Average price of wheat 12 months to 31 July 1914 . 4 m J A YD) 
Average increase in freight, 1914-15 E he A ; 475 
War risk insurance on cargo, at average State rate . Q b 4 9 
Average 1913-14 price plus extra freight and war risk “ ‘ ri ay eae 


Actual average price, 1914-15 5 c : 0 . ‘ 6 . 48 
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TABLE No. 36 


Provision FREIGHTS AND PRICES 


Average freights, New Y ork—Liverpool, in each of the months from August 1914 
to December 1916, from evidence given before a Committee of the American 
House of Representatives, and average vmport values of bacon 


Pence per lb. 


Average freights Average import 
New York—Liverpool values. Bacon 
1914. August : : : : 0-108 8-20 
September . ; : : 0-137 8-48 
October : ; : ; 0-163 8-28 
November . : : : 0-163 7-94 
December . : : : 0-170 7-76 
1915. January : : : : 0-190 7-57 
February. ¢ : : 0-270 7°30 
March : : : ‘ 0-326 7-00 
April . ‘ : : : 0-326 7-15 
May . : : ; : 0-326 7°22 
June . : 2 : : 0-326 7-58 
July . ‘ ; é : 0-326 7717 
August : < : : 0-326 7:76 
September . : : é 0-351 7:95 
October : é : ; 0-450 8°52 
November . : : : 0-450 8-66 
December . : : ‘ 0-460 8°57 
1916. January : : ‘ : 0-625 8-67 
February . : : ; 0-625 8-41 
March : : : : 0-625 8-43 
April . é : : : 0-625 8°88 
May . : ; . : 0-625 8-67 
June . : 3 : : 0-625 8-71 
July . : : ; : 0-625 8°83 
August ‘ A : ; 0-875 9-03 
September . : 2 : 0-875 9-60 
October 5 : ; ; 0-750 9-91 
November . : : : 0-750 10-05 
December . : : : 0-750 10-17 
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TABLE No. 37 


Cotton FREIGHTS AND PRICES 


(First twelve months of war) 


Average spot price mid-Atlantic cotton and 
average Gulf port cotton freights 


August 
September 
October 
November 


December . 


January 


February . 


March 
April 
May 
June 
July 


Average 


1913-14 1914-15 
te 2 ee rican eres peetnoinat 
Pence per lb. Set UUs Pence per lb. Pence per Ib. 
6-60 0-25 6-86 0-16 
7-54 0-26 a 0-17 
7:69 0:23 ms 0-23 
ues 0-24 4-46 0-26 
715 0-22 4-4] 0-29 
7:09 0-19 4-85 0:36 
7-04 0-18 5-01 0-42 
7:05 0-18 5:23 0°51 
7-32 0-17 5-64 0-57 
7-48 0-17 5:33 0-57 
771 0°16 5:32 0-58 
7°38 0-16 5-19 0:56 
7-29 0:20 5-23 0-39 


Average price, 1912-13, 6:78d. 
Average freight, 1912-13, 0-28d. 
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TABLE No. 40 
BLUE BOOK MONTHLY RATES OF HIRE 


A. OCEAN PASSENGER LINERS 


I. Armep MercHANT CRUISERS 


Net Charter—Requisition for 3 months certain. 


Original schedule 


Subsequently agreed 


Per ton gross 


~ 


Per ton gross 


Speed knots Speed knots 
First 3 After 3 First 3 After 3 
months | months months | months 
Suds Saad, Dye Lae Saas 
22 and over’. 25 0 24 0 17 and under 18 20 0 19 0 
21 and under 22 24 0 23° 0 16 an 17 Li 0 16 0 
20 Py 21 23 0 Op} XY) 15 A 16 15 0 14 0 
19 a3 20 22 0 21 0 14 Be 15 14 0 LSO) 
18 + 19 DA ln) 20 O 
under 18 20 0 19 O 


By agreement of 28 October 1915 these rates were reduced by 30 per cent. for vessels of 17 knots and 
over, and by 20 per cent. for vessels under 17 knots; such reductions to take effect from 1 October 1915 
or completion of one year’s service, whichever was later. 


II. Troop Surps 


Gross charter 


Per ton gross 
Speed knots 
First 2 After 2 
months months 
s. d. & d. 

15 and under 17 CG 17 0 Special terms to be arranged 
14 a3 15 16 6 16 0 if period on hire less than 
13 3 14 15 6 15 0 one month. 
12 3 13 14 6 14 0 
under 12 . 13 6 13 0 
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TABLE No. 40—(continued) 
III. Hospirau Suirs 


Gross charter—requisition for three months certain 


Per ton gross 
Speed knots 
First 3 After 3 
months months 
my th s. d, 
l4andover . : F lg, le Lower rate to apply to whole 
under 14 . : : : 16 6 16 0 period of employment ‘if 
over 6 months. 


B. OCEAN CARGO LINERS 


Gross charter—requisition for one month certain 


Per ton gross 


Speed knots 


First 2 After 2 
months months 
Sea BQ. Gk 

13 andover . " 5 ils 83 14 9 Vessels of 3,000 tons and 
under 4,000 6d. extra. 

12 and under 13 oo tes 143 ilay 48) Vessels of 2,000 tons and 
under 3,000 ls. extra. 

ll as 12 : . 13 3 12 9 Vessels under 2,000 tons 
ls. 6d, extra. 

10 i 11 3 ; 12 9 12 3 Special terms for shelter- 
deck accommodation not 
included in gross tonnage. 

under 10 . : é : 12 3 in € Supply ships on net charter 
to have equivalent net 
charter rates. 


Gg2 
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TABLE No. 40—(continued) 
C. COASTING AND CHANNEL STEAMERS 


Per ton gross 


Passenger and Cargo ships 
Speed knots cargo ships only 
First 2 After 2 First After 1 
months months month month 
Sa Os & ah, Same eh. 
15 and under 16 ; 20 0 19 6 
14 * 15 : 18 9 LSS L6ae3 15 9 
13 14 ye ike © 
12 Mi 13 Guess Vo5s9 iss a} 14 9 
11 ns 12 14 3 13 9 
10 i 11 15 0 14 6 13 9 Mgt 43 
under 10 f 118) 983 12 6 


Cargo-ships under 2,000 tons gross, 6d. extra. 


Special terms for cargo-ships with shelter-deck accommodation not included in gross tonnage. 
Special terms to be arranged if period of engagement less than one month. 
Equivalent rates for ships on net charter. 


D. OIL TANKERS 


Gross Charter—Requisition for four months certain. 


Tons deadweight 
capacity 


Per ton d.w. capacity 


Original scale 


From 
Ist March 1915 


10,001 and over . 
9,001-10,000 
8,001-9,000 
7,001—-8,000 
6,001—7,000 
5,001—-6,000 
4,001-5,000 : 
4,000 and under .. 


Gk 
9 3 
9 6 
9 9 
9 9 
10 0 
TOMS 
10 6 
Lele) 
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TABLE No. 40—(continued) 


E. TRAMPS 


Gross charter—requisition for one month certain 


I. Vessels of 1,300 tons deadweight capacity and over 


Per ton gross 
Tons deadweight Original schedule 
capacity From From 
1 Jan. 1 March 

First Second | After 2 1915 1918 

month month months 
SS Gk Sans 8. UR Ss Uh 
7,000 and over 4 TSia6 
5,000 and under 7,000 \ Ry a a A wets SE AC 
4,000 me 5,000 10 O 9 6 9 0 ll 6 15 0 
3,000 _ 4,000 10 6 10 0 9 6 ge 0) 16 6 
2,200 ee 3,000 ll 0 10 6 10 0 12 6 Wye <8) 
1,800 a 2,200 LIS G ihe 10 6 13 0 17 O 
1,300 x 1,800 20) EG ll 0 13 6 7G 


Special terms for shelter-deck accommodation not included in gross tonnage. 
From 1 January 1915; vessels employed within French coasting limits, 3d. extra. 
From 1 January 1915; vessels employed in Fleet service in home waters, 6d. extra, 
Rates from 1 January 1915 fixed by agreement of March 1915. 
Rates from 1 March 1918 fixed by agreement of May 1918. 
Equivalent rates arranged for vessels on net charter. 


II. Vessels under 1,300 tons deadweight 


Per ton gross 
ae To From From 
31 Dec 1 Jan. | 1 March 
1914 1915 1918 
s. d. Ss ah, ee Ole. 
901 gross—1,300 d.w. ls @ 15 6 20 O Self-trimmers 6d. extra. 
751-900 gross 14 0 16 0 21 6 | Vessels with double der- 
601-750: ,, 15 0 L7 6 23 0 ricks and winches—6d. 
451-600 ,, 16 0 i Saae6 25 0 extra to 31 Dec. 1914; 
afterwards 9d. extra. 
301-450 __,, 17 0 IS) 29 O | Equivalent terms arranged 
111-300 ,, — — 30 0 for vessels on net charter. 


110 and under 


Special terms arranged 
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TABLE No. 40—(continued) 
F. COLLIERS, 1,300-4,000 TONS D.W. 


Per ton gross 


To 31 December 1914 
Tons deadweight 


capacity 
First After first 
month month 
ce GE Sands 
3,000 and under 4,000 . ‘ 1256 10 6 Special rate for first month 
2,200 ~ 3,000 . ; 13 6 11550 applies only to ships requi- 
1,800 5 2,200 . : 13 6 Wh @ sitioned and ready prior to 
1,300 ke 1,800 . ‘ 1306 12,0 Ist Sept. 1914. After first 
month 6d. extra for self- 
trimmers ; 6d. extra 
for double derricks and 
winches. 


From 1 January 1915 the tramp scale applied to colliers with the pcobowing aacivions : 


Self-trimmers . 6d. extra 
Double derricks and winches A 5 F é : 5 Ona s 
Fleet attendance in foreign waters ; 5 * ; 5 , BOCs ays 


TABLE No. 41 
STATE INSURANCE SCHEME 


(a) Hull premiums 


Period Single Round Time 
voyage voyage 91 days 


Per cent. | Per cent. | Per cent. 


1914, 4th-12th August : 3 $ : 1} 24 —_ 
13th-3lst August : ; : ii 24 24 
Ist September-16th December. é 1 2 2 
17th December-19th September 1916. 2 14 14 

1916. 20th September-18th March 1917 : 1 2 2 

1917. 18th March-22nd April : : : 1} 3 3 
23rd April-19th August : : : 24 5 5 
20th August-25th November : : According] to voyage 9 
26th November—l0th November 1918 . an 3 a 
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TABLE No. 41—(continued) 


(b) Typical differential rates 
20th August 1917-10th November 1918 


March 


Aug. 1917] Dec. 1917] “yore 


Per cent. | Per cent. | Per cent. 


E. coast Great Britain—France (not S. of Brest). 2 2 1 
W. coast Great Britain—France (not S. of Brest) 3 24 1 
KE. coast Great Britain-France, Bay ports 5 4 3 
W. coast Great Britain—France, ce ports 5} 44 3 
U.K.-Spain (Atlantic) . a 5 5 
U.K. or France (Atlantic)—Italy (Ww. coast) 10 9 54 
U.K. or France (Atlantic)—S. America (E. coast) 8 5 34 
4 U.K. or France (Atlantic)—N. America ; 9 5 3 
ee Italy (W. coast)—-N. America . 9 8 5 
U.K. or France (Atlantic)- Eastern Ports via 
Cape or Panama : 8 6 34 
U.K. or France (Atlantic)— Eastern ports via Suez 10 9 6 
Italy (W. coast)—Eastern Ports via Suez . : 10 a 4 
Three months’ policy in trade U.K.—Norway . 25 20 20 
» 
A (c) Statement of results 
Hulls of British Merchant Ships only 
Premiums | Losses Balance 


2 £1,000 | £1,000 £1,000 


3 Hulls of British steamers . 78,930 62,800 + 16,130 
Hulls of British steamers trading to Holland . 403 620 — 217 
Hulls of British sailing vessels . : 42 133 —- 91 
Hulls of British coasting vessels F 133 72 ae 61 
Hulls of British steamers in French coal trade . 735 581 + 154 
Total : 5 ; F : 
80,243 64,206 + 16,037 
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TABLE No. 44 
Runnine Costs, 1913-14 anp 1920 
Based on average of voyage accounts analysed by Chamber of Shipping 
(A) 


Average increase per cent. 


Coasting and 


home trade Foreign trade 


Bunker coal . : : ; : : : 339 483 
1 Provisions . é : ; : : : : — 286 
Deck and engine-room stores : : : : 164 326 
Crew’s wages and overtime . ; : : ‘ 184 234 
Port disbursements. : : 2 : : 103 190 
2Jnsurance . : : F : : ; : 147 314 
3 Repairs. , : 5 : ; ; : 193 358 
“ Total running cost A - : ; ; : 149 285 


N.B.—The figures are influenced, of course, by increased length of voyages and time taken in turn- 
round, as wellas by actual rise in prices. 

1 The crews of steamers in the coasting and home trade are on weekly articles and provide their own food. 

2 Including protecting and indemnity club calls. 

3 Running repairs and provision for periodical repairs and surveys. 

4 Exclusive of depreciation and management. 


ae 
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: (B) 
4 Actual figures for two typical steamers 
Steamer of 1,254 tons d.w. 
Rotterdam Trade 
£ 
4 Insurable value 1914 : . 24,000 
eek igs 1920 : ‘ : 68,550 
| Increase 
Jan. 1914 | Jan. 1920 | Increase | per cent. 
if 
e £ £ £ 
Zi Bunker coal . P ; : : 44 376 332 754 
i Deck and engine-room stores . . 3 10 7 233 
Crew’s wages and overtime. : 47 117 70 149 
Bee Port disbursements : ; ; 307 406 99 32 
if Insurance. : : : : 19 50 31 163 
Repairs - : : ; é 20 60 40 200 
Total . : : : : 440 1,019 579 132 
ee Steamer of 6,633 tons d.w. 
mA Trade — Cardiff—Algiers-New Orleans—Rotterdam 
) £ 
Insurable value 1913 : A i 38,000 
rin wait 1920 5 : : 113,500 
e July- Autumn Increase 
ie Sept.1913}] 1920 Increase | per cent. 
¢ 
ie £ £ £ 
Bunker coal . ae ape : : 759 4,988 4,229 556 
Y Provisions . ; ; é : 174 690 516 297 
ee Deck and engine-room stores . : 184 600 416 226 
iE Crew’s wages and overtime. : 589 2,000 1,411 240 
Port disbursements . : ; 1,708 4,265 2,557 150 
Mg Insurance . ‘ : : : 652 3,055 2,403 369 
Repairs ; E ; A : 178 808 630 354 


Tota] . 5 : : : 4,244 16,406 12,162 287 
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TABLE No. 47 


Analysis of dividends 


TABLES 


No. of 


companies |dividend 


Passed 


Dividend per cent. 


5 and 10 and | 20 and | 25 and 


Under | under | under | under | under | 59 and 
10 20 25 50 piace 
1912 100 15 11 42 29 1 2 == 
1913 98 7 — 21 52 9 9 — 
1914 87 2 6 24 47 6 2 == 
1915 82 2 2 21 37 13 7 — 
1916 79 1 — iL 20 32 22 3 
TOU 70 1 — 3 21 U7 27 1 
1918 50 ] 2 4 25 itl 7 = 
1919 43 2 I 3 27 3 yf — 
1920 67 — I 5 46 10 5 = 
1921 64 ll 5 26 14 7 1 — 
1922 64 31 Lt 16 8 4 1 — 
1923 71 42 8 12 6 2 1 = 
TABLE No. 48 
CarGo-BOAT COMPANIES INCLUDED IN Fairplay TABLE 
Size of fleets 
Companies owning 
No. of No. of | Average 
Year companies | steamers | _N°- of 
Pp steamers i 2-5-| 6-9 | 10-19] 20s.s.] not 
ship | ships | ships | ships | or over} stated 

1912 100 561 5-6 25 37 19 15 4 

1913 98 598 6-1 19 — — 16 3 

1914 87 569 6°8 21 38 7 18 3 

1915 82 585 Gel. 10 4] 9 20 2 

1916 79 499 6-3 16 37 7 17 2 

WC 70 427 6-1 10 37 7 12 3 1 

1918 50 431 8-6 5 26 4 13 2 

1919 43 324 7:5 6 20 3 12 1 il 

1920 67 362 54 18 35 5 8 1 

1921 64 337 5°3 18 33 3 a 3 

1922 |. 64 367 58 18 31 5 Oi 3 

1923 a 416 5:9 16 38 5 9 3 
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TABLE No. 49 


Pric—E oF New Reapy 7,500-Ton Carco STEAMER 


The single-deck cargo steamer of 7,500 tons deadweight capacity is taken as a 
popular type affording the best index to fluctuations of values over a series of years. 
Except during the war and immediately after, when sales of British vessels to foreigners 
were restricted, the prices are world market prices. The figures for the war period refer 
to free British steamers, subject, of course, to the restrictions imposed on free ships. 


Year | Quarter] Price Peta Remarks 
£ £ s. d. 

1898 | Sept. 55,500 | 7 8 O | High price due to Spanish-American war and 
restriction of output by engineers’ strike 
in 1897. 

1900 | Dec. 60,6380 | 8 1 Highest point 1898-1913. South African war 
boom. 

1908 | June 36,000 | 4 16 Lowest point 1898-1913. 

LOE Dec: 58,000 7 14 Boom in freights. 

1913 | Dec. 48,000 | 6 8 

1914 | June 42,500 5 13 Situation just before outbreak of war. 

1914 | Dec. 60,000 | 8 0 

1915 | June 82,500 | 11 0 


3 Sept. 93,750 | 12 10 
ar Dec. 125,000 | 16 13 
1916 | March | 160,000 | 21 6 
Py June 180,000 | 24 0 
Dec. 187,500 | 25 0O 

0 

0 


Effect of shortage of tonnage caused by re- 
quisitioning, &c. 
Great boom in freights. 


Highest point reached during war. 

Price affected by universal requisition. 

Rise reflects demand of liner companies for 
replenishment of services. 

Prices weaken on announcement of sale of 
standard s.s. 

bebe freights and effect of reduction of 


1917 | Dee. 165,000 | 22 
1918 | June | 180,000 | 24 


s Dec. 169,000 | 22 10 


1919 | June 195,000 | 26 0 
Dec 232,500 | 31 0 Excess Profits Duty to 40 per cent. and 
0 anticipation of its removal. 
0 Increase of Excess Profits Duty to 60 per cent. 
and imposition of Corporation tax. 


Prices reflecting slump in freights. 


1920 | March | 258,750 | 34 1 
33 June 180,000 | 24 


aK Dec. 105,000 | 14 0O 
1921 | March 82,500 | 11 O 
0 


Sno o oS Sco Coco a GQococrooorono 


June 63,750 81 Coal strike, slump in freights, vessels being 
laid up. 
or Sept. 60,000 | 8 0 Low freighta: Anticipations of sales by 
mortgagees. 
1922 | March 66,000 8 16 
as June 62,000 8 5 
ap Dec. 65,625 8 15 
1923 | June 62,500 8 6 
ae Dec. 60,000 8 0 
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State Insurance Scheme. 
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Kingdom of Hungary : 

Economic War History of Hungary: A General Survey, by Dr. Gustav 
Gratz. 

Effects of the War upon the Hungarian Government and People, by 
Count Albert Apponyi. 

Hungarian Industry during the War, by Baron Joseph Szterényi. 

History of Hungarian Commerce during the War, by Dr. Alexander 
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History of Hungarian Finance during the War, by Dr. Johann von 
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Hungarian Agriculture during the War, by Dr. Emil von Mutschenbacher ; 
and Food Control in Hungary during the War, by Professor Johann 
Bud. 

Social Conditions in Hungary during the War, by Dr. Desider Pap. 


Public Health and the War in Austria-Hungary : 

General Survey of Public Health in Austria-Hungary, by Professor 
Dr. Clemens Pirquet. 

*The Effect of the War upon Public Health in Austria and Hungary. 
A series of studies by Drs. Helly, Kirchenberger, Steiner, Raschofsky, 
Kassowitz, Breitner, von Békay, Schacherl, Hockauf, Finger, Kyrle, 
Elias, Economo, Miiller-Deham, Nobel, Wagner, Edelmann, and Mayer- 
hofer, edited with Introduction by Professor Dr. Clemens Pirquet 
(2 volumes). 


BELGIAN SERIES 

Belgium and the World War, by Professor H. Pirenne. 

Deportation of Belgian Workmen and the Forced Labour of the Civilian 
Population during the German Occupation of Belgium, by M. Fernand 
Passelecq. 

*Food Supply of Belgium during the German Occupation, by Dr. Albert 
Henry. 

*German Legislation with Reference to the Occupation of Belgium, by 
Drs. J. Pirenne and M. Vauthier. 

*Unemployment in Belgium during the German Occupation, by Professor 
Ernest Mahaim. 

Destruction of Belgian Industry by the Germans, by Count Charles de 
Kerchove. 

Economic Policy of the Belgian Government during the War, by Professor 
F, J. van Langenhove. ; 

BULGARIA 
Economic Effects of the War upon Bulgaria, by Professor G. T. Danailov. 


CZECHOSLOVAK SERIES 


*Financial Policy of Czecho-Slovakia during the first year of its History, 
by Dr. A. RaSin. 

The Effect of the War upon the Czechoslovak People. A volume of studies 
under the direction of President Masaryk. 
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FRENCH SERIES 
*Bibliographical Guide to the Literature concerning France for the 
Economic History of the War, by Dr. Camille Bloch. 
Effects of the War upon Government : 
**Hiffect of the War upon the Civil Government of France, by Professor 
Pierre Renouvin. 
**Problem of Regionalism, by Professor Henri Hauser. 
Official War-Time Organizations, by M. Armand Boutillier du Retail. 
Organization of the Republic for Peace, by M. Henri Chardon. 
Studies in War-Time Statistics : 
Effect of the War upon Population and upon Incomes, by M. Michel 
Huber. 
*Prices and Wages during the War, by M. Lucien March. 
Supply and Control of Food in War-Time : 
*Rationing and Food Control, by MM. Adolphe Pichon and P. Pinot. 
*Agriculture during the War, by M. Michel Augé-Laribé. 
*The History of French Industry during the War, by M. Arthur 
Fontaine. 
*Hiffects of the War upon Textile Industries, by Professor Albert Aftalion. 


Effects of the War upon Metallurgy and Engineering (to be arranged) ; 
and Effects of the War upon Chemical Industries, by M. Eugéne 
Mauclére. 

Effects of the War upon Fuel and Motive Power : 

Coal Industry and Mineral Fuels, by M. Henri de Peyerimhoff. 
**Hydroelectric Power, by Professor Raoul Blanchard. 

Forestry and the Timber Industry during the War, by General Georges 
Chevalier; and War-Time Aeronautic Industries, by Colonel 
Paul Dhé. 

Organization of War Industries, by M. Albert Thomas. 

Labour Conditions during the War, by MM. William Oualid and M. C. 
Picquenard. 

Studies in War-Time Labour Problems (2 volumes) : 

Unemployment during the War, by M. A. Créhange. 

Syndicalism during the War, by M. Roger Picard. 

**Foreign and Colonial Workmen in France, by M. B. Nogaro and 
Lt.-Col. Weil. 

*Women in Industry under War Conditions, by M. Marcel Frois. 

Effects of the War in the Occupied Territories : 

The Organization of Labour in the Invaded Territories, by M. Pierre 
Boulin. 

Food Supply in the Invaded Territories, by MM. Paul Collinet and 
Paul Stahl. 

Damage Inflicted by the War, by MM. Edmond Michel and Prangey: 

Refugees and Prisoners of War : 

The Refugees and Interned Civilians, by Professor Pierre Caron. 
Prisoners of War, by M. Georges Cahen-Salvador. 
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Effects of the War upon Transportation : 
*French Railroads during the War, by M. Marcel Peschaud. 
**Internal Waterways, Freight Traffic, by M. Georges Pocard de 
Kerviler. 
Effects of the War upon French Shipping : 
Merchant Shipping during the War, by M. Henri Cangardel. 
French Ports during the War, by M. Georges Hersent. 
Effects of the War upon French Commerce, by Professor Charles Rist. 
French Commercial Policy during War, by M. Etienne Clémentel. 
Effects of the War upon French Finances : 
**War-Time Finances, by M. Henri Truchy. 
War-Time Banking, by M. Albert Aupetit? 
Studies in Social History : 
Co-operative Societies and the Struggle against High Prices, by 
Professor Charles Gide and M. Daudé-Bancel. 
Effects of the War upon the Problem of Housing, by MM. Henri Sellier 
and Bruggeman. 
Effect of the War upon Public Health : 
Public Health and Hygiene, by Dr. Léon Bernard. 
The Wounded Soldiers, by MM. Cassin and Ville-Chabrolle. 
The Poilu: Documents from the Trenches, by Professor J. N. Cru. 


Economic History of French Cities during the War: 
**Paris, by MM. Henri Sellier, Bruggeman, and Poéte. 
**Lyons, by M. Edouard Herriot. 
**Rouen, by M. J. Levainville. 
**Marseilles, by M. Paul Masson. 
**Bordeaux, by M. Paul Courteault. 
**Bourges, by M. C. J. Gignoux. 
**Tours, by MM. L’Heéritier and Camille Chautemps. 
Alsace and Lorraine, by M. Georges Delahache. 
Effects of the War upon Colonies and Possessions : 
The Colonies in War-Time, by M. Arthur Girault. 
*Hffects of the War upon Northern Africa, by M. Augustin Bernard. 
The Cost of the War to France: 
*War Costs: Direct Expenses, by Professor Gaston Jéze. 
The Costs of the War to France, by Professor Charles Gide. 


GERMAN SERIES 


Bibliographical Survey of German Literature for the Economic History 
of the War, by Professor Dr. A. Mendelssohn Bartholdy and Dr. E. 
Rosenbaum ; with a supplementary section on The Imperial German 
Archives, by Dr. Miisebeck. 

Effect of the War upon the Government and Constitution of Germany : 

The War Government of Germany, by Professor Dr. A. Mendelssohn 
Bartholdy. ; 

The Political Administration of Occupied Territories, by Freiherr 
W. M. E. von Gayl, Dr. W. von Kries, and Dr. L. F. von Kohler. 
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Effect of the War upon Morals and Religion : 

Effect of the War upon Morals, by Professor Dr. Otto Baumgarten. 

Effect of the War upon Religion, by Professor Dr. Erich Foerster and 

Professor Dr. Arnold Rademacher. 

Effect of the War upon the Young, by Dr. Wilhelm Flitner. 

The War and Crime, by Professor Dr. Moritz Liepmann. 

The Effect of the War upon Population, Income, and Standard of Living 
in Germany : 

The Effect of the War upon Population: a study in vital statistics, 

by Professor Dr. Rudolf Meerwarth. 

The Effect of the War upon Incomes, by Professor Dr. Adolf Giinther. 
General Effects of the War upon Production, by Professor Dr. Max Sering. 
The War and Government Control : 

State Control and Decontrol, by Professor Dr. H. Géppert. 

Supply of Raw Materials under Government Control, by Professor Goebel. 

Economic Co-operation with the Allies of Germany and the Government 

Organization of Supplies, by Dr. W. Frisch. 

Economic Exploitation of Occupied Territories : 

Belgium and Northern France, by Dr. Georg Jahn. 

Rumania and the Ukraine, by Dr. Fritz Karl Mann. 

Poland and the Baltic, by Dr. W. von Kries and Freiherr W. M. E. 

von Gayl. 

The Effect of the War upon German Commerce, by Professor Dr. Hirch. 

The Effect of the War upon Shipping and Railways : 

War and German Shipping, by Dr. E. Rosenbaum. 

War and German Railways, by Dr. Sarter. 

The Influence of the War upon German Industry, by Dr. Hermann 
Biicher. 

The War and German Labour Unions, by Mr. Paul Umbreit, Mr. Adam 
Stegerwald, Mr. Anton Erkelenz; The Women Workers during the 
War, by Dr. Charlotte Lorenz. 

The Social History of the Labouring Classes during and after the War: 

The War and the German Working Man, by Ex-Minister David. 

The War and Wages, by Professor Dr. Waldemar Zimmermann. 

Government action with reference to Social Welfare in Germany during 

the War, by Dr. Dieckmann. 


Food Supply and Agriculture : 
The War and the Agricultural Population, by Professor Dr. Max Sering. 
Food Supply during the War, by Professor Dr. A. Skalweit. 
The Influence of the War on Agricultural Production, by Professor 
Dr. Friedrich Aereboe. 


Effect of the War upon the Health of the Civilian Population of Germany, 
by Dr. Franz Bumm. 
Effect of the War upon German Finance : 
(1) The Effect of the War upon Currency and Banking (to be arranged). 
(2) German Public Finance during the War, by Professor Dr. Walter 
Lotz. 
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GREECE 


Economic and Social Effects of the War upon Greece, by Professor 
A. Andreades. 


ITALIAN SERIES 

Bibliographical Survey of the Economic and Social Problems of the War, 
by Professor Vincenzo Porri, with an introduction on the collection and 
use of the documents of the War, by Comm. Eugenio Casanova. 

*The Economic Legislation of the War, by Professor Alberto De’ Stefani. 

Agricultural Production in Italy, 1914-19, by Professor Umberto Ricci. 

The Agricultural Classes in Italy during the War, by Professor Arrigo 
Serpieri. ‘ 

*Food Supply and Rationing, by Professor Riccardo Bachi; and Food 
Supply of the Italian Army, by Professor Gaetano Zingali. 

War-Time Finances, by Professor Luigi Einaudi. 

Cost of the War to Italy, by Professor Luigi Einaudi. 

Currency Inflation in Italy and its Effects on Prices, Incomes, and Foreign 
Exchanges, by Professor Pasquale Jannaccone. 

*Vital Statistics and Public Health in Italy during and after the War, by 
Professor Giorgio Mortara. 

The Italian People during and after the War: A Social Survey, by 
Professor Gioacchino Volpe. 

*Social and Economic Life in Piedmont as affected by the War, by 
Professor Giuseppe Prato. 


THE NETHERLANDS SERIES 

*War Finances in the Netherlands up to 1918, by Dr. M. J. van der Flier. 

The Effect of the War upon Supplies and upon Dutch Agriculture, by 
Dr. F. E. Posthuma. 

The Effect of the War upon the Dutch Manufacturing Industry, by 
Mr. C. J. P. Zaalberg. 

The Effect of the War upon Dutch Commerce and Navigation, by Mr. E. P. 
De Monchy. 

The Effect of the War upon Prices, Wages, and the Cost of Living, by 
Professor Dr. H. W. Methorst. 

The Effect of the War upon Banking and Currency, by Dr. G. Vissering 
and Dr. J. Westerman Holstyn. 

The Effect of the War upon the Dutch Colonies, by Professor Dr. J. H. 
Carpentier Alting and Mr. de Cock Buning. 

The Effect of the War upon the Housing Problem, 1914-22, by Dr. H. J. 
Romeyn. 

War Finances in the Netherlands, 1918-22. The Costs of the War. By 
Professor Dr. H. W. C. Bordewyck. 


JAPANESE SERIES 
Influence of the War upon Production of Raw Materials in Japan, by Mr. 
Kobayashi. 
Influence of the War upon Japanese Industry, by Mr. Ogawa. 


Influence of the War upon Japanese Commerce and Trade, by Mr. 
Yamazaki. 
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Influence of the War upon Japanese Transportation, by Mr. Matsuoka. 
Influence of the War upon Japanese Finance and the Money Market, by 
Mr. Ono. 


Social Influence of the War upon Japan, by Mr. Kobayashi. 


RUMANIAN SERIES 
The Rural Revolution in Rumania and South-eastern Europe, by 
D. Mitrany. 
Economic Consequences of the War in Rumania : 
The Effect of the Enemy Occupation of Rumania, by Dr. G. Antipa. 
The Effect of the War upon Public Health in Rumania, by Professor J. 
Cantacuzino. 
Rumanian War Finance, by M. Vintila Bratianu. 
Rumanian Agriculture during the War, by Mr. Innescu Sisesti. 
Rumanian Industry during the War, by Mr. Busila. 
The Effect of the War upon Rumanian Economic Life (volume to be 
arranged). 


First Russian SERIES 


(To the Bolshevik Revolution) 
Effects of the War upon Government and National Finances in Russia : 
Effects of the War upon the Central Government, by Professor Paul P. 
Gronsky. 
State Finances during the War, by Mr. Alexander M. Michelson. 
Russian State Credit during the War, by Mr. Paul N. Apostol. 
Currency in Russia during the War, by Professor Michael V. Bernadsky. 
Municipalities and Zemstvos during the War : 
The Zemstvos in Peace and War, by Prince J. Lvoff. 
Effect of the War upon Russian Municipalities, and the All-Russian 
Union of Towns, by Mr. N. I. Astroff. 
The Zemstvos, the All-Russian Union of the Zemstvos and the Zemgor, 
by Prince Vladimir A. Obolensky and Mr. Sergius P. Turin. 
The War and the Psychology of the Zemstvos Workers, by Mr. Isaak V. 
Shklovsky. ; 
Effects of the War upon the Co-operative Movement in Russia : 
Effect of the War upon Agricultural Co-operation and Co-operative 
Credit, by Professor A. N. Anziferoff. 
Effect of the War upon Consumers’ Co-operative Societies, by Professor 
Eugene M. Kayden. 
The Russian Army in the World War: a study in social history, by 
General Nicholas N. Golovine. 
Rural Economy in Russia and the War, by Professor A. N. Anziferoff, 
Professor Alexander Bilimovitch, and Mr. D. N. Ivantsor. 
Effect of the War upon Landholding and Settlement in Russia, by 
Professor Alexander D. Bilimovitch and Professor V. A. Kossinsky. 
Problem of Food Supply in Russia during the War, by Professor Peter B. 
Struve. 
State Control of Industry in Russia during the War, by Mr. Simon O. 
Zagorsky. 
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Effects of the War upon Russian Industries : 
Coal Mining, by Mr. Boris N. Sokoloff. 
Chemical Industry, by Mr. Mark A. Landau. 
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Mr. Carl Mannerfelt. 
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The Swedish Workman and the Great War, by Mr. Olof Ekblom. 
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